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1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

Steven M. Oleo, 1200 West Washington, Phoenix, Arizona, 85007.

5 Q. By whom and in what capacity are you employed?

6 I am employed by the Arizona Corporation Commission ("Commission") as the Assistant

7 Director for the Utilities Division ("Division").

8

9 Q- Are you the same Steven M. Oleo that has previously provided testimony in this case?

10 Yes, I am.

11

12 Q. What is the purpose of this surrebuttal testimony?

13 I will be providing Staffs responses to portions of Arizona-American Water Company's

14 ("Az-American" or "Company") rebuttal testimony. Specifically, I will be responding to the

15 Company's testimony in regards to my recommendations regarding the Az-American's Cost

16 of Service Study ("COSS") and the Company's proposal to amend its Water Facilities Hook-

17 Up Fee WHU-1 .

18

19 Q- With regard to StamPs recommendations regarding the Company's COSS, have any of

20 the Az-American witnesses provided any information in their rebuttal testimony that

21 would cause you to change or modify your recommendation?

22 No, they have not. Staff is still of the opinion that a company with the personnel and

23

A.

A.

A.

A.

A.

sophistication of As-American should be able to ensure that the water use numbers within its
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1 applications to the Commission match throughout those applications. Az-American's

2 purpose is to supply water to its customers, Le., the product which it sells is water. It would

3 seem reasonable that any business that is in the business of selling a product would be

4 concerned about how much product it produces and how much of that produced product it

5 sells. In Staff' s opinion, good business practice dictates a knowledge and understanding of

6 how much product is produced and sold. This should be true even for a regulated water

7 company such as Az-American. This analysis would seem particularly appropriate for a

8 company experiencing poor financial health. Staff believes it is critical for Az-American to

9 implement a procedure whereby it can prove to this Commission that the Company actually

10 knows where its product is going. Unfortunately, in this case, it has been extremely difficult

11 to get water use numbers with which Staff is minimally comfortable utilizing. However,

12 Staff has limited confidence in die numbers provided by the Company. Staff believes that

13 deeming any future rate application insufficient if doe water use numbers do not match within

14 that application should provide the proper incentive to the Company to take care of this issue.

15

16 Q- In its rebuttal testimony, is the Company proposing a change to its Water Facilities

17 Hook-Up Fee WHU-1 tariff for its Agua Fria system?

18 Yes, the Company is proposing several changes. First, the Company is proposing to change

19 the language in the Applicability and Purpose portions of the tariff Second, the Company is

20 proposing changes to the definitions portion of the tariff The third change the Company is

21 proposing is in the Rates portion of the tariff The fourth area of the tariff the Company

22

A.

proposes to change is the Terms and Conditions.
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1 Q- Does Staff agree or disagree with the changes being proposed by the Company to its

2 WHU-1 tariff?

3 At the present, Staff is unable to answer this question. Before Staff is able to make a

4 recommendation to the Commission regarding the Company's proposed changes, Staff

5 would like the Company to provide additional information explaining the purpose and

6 necessity of the changes. Staff would request that the Company provide responses, in its

7 rejoinder testimony, to the following questions:

What is the purpose of combining the Applicability and Purpose portions of the
tariff and changing the wording?

What is the purpose of changing the wording in the first paragraph under
definitions?

What is the purpose of adding Applicant to the definitions?

What  is  the purpose of changing the wording in the definit ion of Main
Extension Agreement ("MXA")?

What is the purpose of replacing the term Off-Site Facilities with Common
Facilities and changing the wording?

8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

What is the purpose of changing the wording in the definition of Service
Connection?

The Company should explain the purpose for  each of the changes being
proposed in the Terns and Conditions portion of the tariff

In the first paragraph under Time of Payment, why is payment required 15 days
after the MXA is approved and not at the time of the payment for the MXA?

Why is the Company proposing that only Component A be eligible for offset?
Does this mean that the MXAs entered into by the Company will not require an
Applicant to provide any source of water, since an Applicant will already be
providing for its source of water under Component B (the portion paying for the
White Tanks Surface Water Treatment Facility)'?

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

A.

2.

4.

3.

6.

5.

7.

8.

9.

1.

10. The proposed tariff states (section IV.D.), "The Company and Applicant may
agree to construction of additional facilities, whether on-site or off-site of the
Applicant 's development,  that are required to serve only the Applicant 's
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development, but which are not Distribution Mains under R14-2-401 and which
are not subject to refund under R14-2-406(D)." What type of facilities is the
Company refen*ing to that would not be refundable under Commission rules?

1
2
3
4
5
6
7
8

11. Under Large Subdivision Projects (section W.F.), the Company uses the word
"may" and "should" in several places. Why did the Company not use the word
"shall" instead?

9 Q- Will Staff be able to make a recommendation to the Commission once the Company

10 answers the above questions?

11 Maybe. Staff reserves the right to ask further questions of the appropriate Company

12 witnesses during cross-examination if the responses provided by the Company to the above

13 questions do not provide Staff with adequate information to make a recommendation or if the

14 Company's responses lead to further questions.

15

16 Q- Does this conclude your surrebuttal testimony?

17

A.

A. Yes, it does.
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1

2

1. INTRODUCTION

Q- Please state your name and business address.

3

4

My name is  Dorothy Hains. My business address is 1200 West Washington Street,

Phoenix, Arizona 85007.

Q. Are you the same Dorothy Hairs who has previously filed testimony in this Arizona-

American Water Company ("Arizona-American" or "Company") Sun City Sewer

and Sun City West Sewer rate proceeding?

Yes.

5

6

7

8

9

10

11

12

Q- What is the purpose of your Surrebuttal Testimony?

13

14

15

16

17

18

19

20

21

22

In my testimony I will respond to three issues raised in the Company's Rebuttal Testimony.

(1) the Company argues against Staffs recommendation in my Direct Testimony that

Arizona-American reduce its water loss to below 10 percent before it files its next rate

increase application and/or CC&N application and/or financing application, whichever

comes first, (2) the Company's proposed small meter replacement program, and (3) the

Company also argues against Staff' s recommendations in my Direct Testimony to disallow

certain plant costs associated with arsenic removal. Staff also would like to take this

opportunity to replace the depreciation tables for the water districts of Agua Fria, Havasu,

Mohave Water Paradise Valley, Sun City West Water and Tubac. Finally, Staff comments

on the Company's plan to construct a central plant treatment option to treat the Tubac

District water supply.

23

A.

A.

A.



Water Loss (%) in
district

Havasu Mohave Water Paradise Valley

2004 20.8 13.89 10.38
2005 7.54 12.25 10.28
2006 30.46 12.22 12.47

2007 13.34 14.39 9.59

Surrebuttal Testimony of Dorothy Hains
Docket No. W-01303A-08-0227
Page 2

1 11. WATER LOSS

2 Q- Is water loss in excess of 10 percent a new issue for the districts in question?

3

4

No. Water loss over 10 percent has been an on going problem in the Company's Mohave

Water, Havasu and Paradise Valley districts for some years. The table below is a summary

of the water loss in these three districts from 2004 through 2007, the data used to calculate

these amounts came from Company Annual Reports. Staff believes this data suggests that

the Company has not been aggressive enough in taking action to correct the problem.

5

6

7

8

9

10

11

12

Although the Company has various on-going meter and other infrastructure replacement

programs to address the issue, it is not clear to Staff that the Company has actually

implemented these programs in all districts.

13

14

15

16

Q- The Company argued that it is not cost effective to reduce water loss below 10 percent

in the current difficult economic climate. Does Staff agree with the Company?

17

18

19

Staff agrees with the Company that to reduce water loss below 10 percent could be costly.

However, water loss reduction is part of the Company's routine maintenance program and

reasonable costs can be recovered in rates. The Company has an obligation to properly

maintain its system even in difficult times. Staff" s recommendation provides the Company

A.

A.

1 14.39% was water loss occurred in the Bullhead City System in 2007.
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1

2

the opportunity to provide a detailed report demonstrating to the Commission that water

loss reduction to less than 10 percent is truly cost prohibitive and not cost effective.

3

4 Q- Are Staffs recommendations regarding the water loss issue for the Company new?

No. Similar  recommendations were made by Staff in a previous Company rate case.

Staffs water loss recommendations in Docket No. W-01303A-07-0209 were approved by

the Commission in Decision No. 70351 .

5

6

7

8

9

10

111. ARSENIC TREATMENT PLANT TREATMENT CAPACITY ADJUSTMENTS

Agua Fria Water Arsenic Treatment Plant No. 5

11 Q. Please respond to the Company's Rebuttal Testimony.

12

13

14

15

16

A. In the Agua Fria system, the Company has installed an arsenic removal plant consisting of

four ll-foot ("it ') diameter  vessels.  Three ll-Ft diameter  vessels filled with media can

a dequa tely r emove a r senic  to meet  t he a r senic  s t a nda r d under  the ma nufa ctur es

recommended normal loading rate of 5 gallons per minute per square feet ("rpm/sq ft"). In

the event one vessel is out of service (for maintenance, etc.), the other two vessels can

operate a t  a  ra te of 8 rpm/sq ft  (which is  the manufactures recommended maximum

loading rate), therefore 1,520 rpm of treated capacity is available, which is more than

enough to treat the 1,400 rpm of total well capacity.

17

18

19

20

21

22

Q- Is Staff still recommending a $143,485 plant adjustment?

23

24

25

A.

A.

No. After further review of the invoices for the Agua Fria Arsenic Treatment Plant No. 5,

Staff believes that Staff s $143,485 estimate was overstated and should be reduced.

Therefore, Staff s recommended Agua Fria Arsenic Treatment Plant No. 5 plant adjustment

is now $126,352.
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1 Havasu Arsenie Treatment Plant

2 Q, Does Staff still believe that the arsenic treatment plant in Havasu Water District

includes excess capacity? Please explain.3

4 A.

5

6

Yes. An arsenic treatment plant using media adsorption needs 120 square feet of surface

area to remove arsenic when treating a total 600 rpm well capacity (plant is operating at a

loading rate of 5gpm/sq ft). Two 14-ft diameter vessels provide a 308 square feet surface

area which is more than double the capacity needed. The Company has installed an arsenic

treatment plant consisting of two 14-ft diameter vessels.

7

8

9

10

11

Q, Does Staff still believe that a 14-ft diameter vessel is adequate? Please explain.

12

13

14

A 14-ft diameter vessel filled with media will provide adequate surface area, however,

operational problems are created during media replacement by the use of a single vessel.

Therefore Staff has concluded that two l0-ft diameter vessels should have been used in lieu

of two 14-ft diameter vessels. Two 10-ft diameter vessels should be adequate to treat a 638

rpm flow capacity. In the event one vessel is out of service, the other l0-ft diameter vessel

can operate at a rate of 8 rpm/sq R, thereby providing, a 628 rpm of treatment capacity.

This is more than enough to treat the 600 rpm of total well capacity.

15

16

17

18

19

20

Q- Based on the foregoing, did Staff calculate a new plant adjustment for Havasu Water

District?

21

22

23

24

A.

A. No, Staff is still recommending the same plant adjustment of $143,485 for Havasu Water

District. When Staff recalculated a plant adjustment based on a unit cost of $349/sq ft

(approximately $35.6/gallon) for a 10-ft diameter vessel versus $344/sq ft (approximately

$30/gallon) for the l4-ft diameter vessel, the cost difference was less than $400.
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Therefore, Staff continues to recommend a plant adjustment of $143,485 for the Havasu

Water District.

Sun City West Arsenic Treatment Plant No. 2

Q, Has Staff's position with regard to its Sun City West Arsenic Treatment Plant No. 2

plant adjustment changed? If so, please explain.

After reviewing the Rebuttal Testimony of Company witness Mr. Gross, Staff now

understands that the Company operates the subj act plant at a total well capacity of 1,790

rpm (although the Approval of Construction documented the totaled flow to Plant No 2

was 1,700 rpm). Therefore, based on the higher flow rate, Staff now concludes that the

Company should have installed four ll-it diameter vessels instead of four 12-it diameter

vessels. When one 11-ft diameter vessel is out of service, the remaining treatment units

would be operated at 8 gpnfvsq ft, providing 2,200 rpm of treatment capacity which is more

than adequate to treat the total well capacity of 1,790 rpm.

Q- Is Staff still recommending a $143,485 plant adjustment for Sun City West Water

District?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

A.

A. No. Staff' s estimated cost for four ll-ft diameter vessels is $483,300 and its estimated cost

for four 12-ft diameter vessels is $575,380. Therefore, Staff is now recommending a

$92,080 plant adjustment for Sun City West Water Distn'ct (the difference between

$483,300 and $575,380 equals $92,080).
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Iv. DEPRECIATION TABLES FOR WATER DISTRICTS

Q. Please explain why Staff is revising its recommended Depreciation Tables for the

water districts in this rate application.

With reference to Company Data Request No. 2 (docketed on February 4, 2009), the

Company requested that Staff consider revised depreciation rates for computer &

peripheral equipment (account #340200), transportation equipment light truck (account

#341100) and transportation equipment other (account # 341400). For computer &

peripheral equipment (account #340200) and transportation equipment light truck (account

#34ll00), Staff concludes that the Company's latest proposed rates are reasonable. For

account #341400 (transportation equipment- other (golf cart)), Staff recommends a 16.67

percent depreciation rate. Staff also corrects several typographical errors in the

Depreciation Rate table for the Agua Fria System. The revised depreciation tables

containing the depreciation ratesStaff now recommends are attached.

v .

Q-

ARSENIC TREATMENT TUBAC WATER DISTRICT

Have you reviewed the Company's Rebuttal Testimony filed by Jeffery W. Stuck

regarding the Company's plan to construct a central plant treatment option to treat

the District's water supply?

Yes.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q, Do you agree with the benefits listed by the Company in support of the proposed

central plant treatment option?

Yes. It is Staff understanding that ADEQ does not recommend Point-Of-Use ("POU")

devices in public water systems that serve more than 300 connections (according to the

testimony the District had an average of 535 customers during the test year). While Staff

A.

A.

A.

Ill
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4

5

6

has not analyzed the cost estimates presented in Mr. Stuck's testimony it is reasonable to

conclude that operations and maintenance costs of a POU option increases significantly

when more than 300 connections are served. Staff believes that the Company's proposal is

consistent with recommendations provided by ADEQ. Further, ADEQ states in its POU

Guidance document, "The establishment of a POU program raises challenging issues for a

water system, including increased liability and private property access issues."

7

8 Q- Does this conclude your Surrebuttal Testimony?

9 A. Yes, it does.



i
Staff

Recommended
Rate (%)

0
0

301

NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision
#68310

0301000 Organization 0

Rate (%)
Agua Fria
proposed

301
302
303

304

305

311

302000 Franchises 0 0

|

0
0
0
0
0
0

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Stricture & Improvement office
Stlucture & Improvement Misc

2.50
1.67
1.67
0.00
1.68
0.00

2.50
1.67
1.67
1.67
2.03
0.00

305000 Collection & Impounding reservoirs 0.00 0.00
307000 Wells & Springs 2.52 2.52
310100 Power Generation Equip Other 0.00 4.42

311200
311300
311500

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel
Pump Equipment Other

4.42
4.42
4.42

4.42
4.42
4.42

320100

N/A

N/A

N/A
N/A
N/A

Water  Treatment
Water Treatment Equipment
Water Treatment Equipment Non-
Media (arsenic removal equip)
Media Water Treatment Equipment
(pressurized vessels, arsenic removal

eqip )
Ion Exchange Treatment
Equip(arsenic removal equip)
Solution Chemical Feeder
Sludge Disposal Equipment (arsenic
removal plant)

4.00

N/A

N/A

N/A
N/A
N/A

4.00

N/A

N/A
N/A
N/A

33000
N/A
N/A

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
Storage Tanks
Pressure tanks

1 .67
N/A
N/A

1 .67
N/A
N/A

331001
331100
331200
331300

332000

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Fire Mains

1 .53
N/A
N/A
N/A
N/A
N/A
0.00

1.53
1,53
1.53
1.53
N/A
0.00

302

305
307
310
311

320
320.1

320.2
320.3

i 330

330.1
330.2

2.50
1.67
1.67
1.67
4.63
0.00
2.50
3.33
4.42

4.42
4.42
4.42

7.06

5.00

4.00
5.00
5.00

1.67
1.67
5.00

1.53
1.53
1.53
1.53
2.00
2.00
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS (Agua Fria Water District)



I 333 333000 Services 2.48 2.48 2.48
334

334100
334200

Meters
Meters
Meter installations

2.51
N/A

2.51
2.51

2.51
2.51

335 335000 Hydrants 2.00 2.00 2.00
336 N/A Backflow Prevention Devices N/A N/A 6.67 I

0
0

4.04
10.00
25.00

339

II
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

4.98
N/A
N/A

0
0

340

340.1

340100
340200

N/A »

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Co user Software

4.55
4.55
N/A

4.04
10.00
N/A

341100
341200

341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Trucks
Transportation Equipment Other -
Golf Carts

25.00
N/A

N/A

N/A

20.00

25.00

25.00

20.00

15.00

16.67
342000 Store Equipments 3.92 3.92 3.92 I
343000 Tools Shop & Garage Equipments 4.14 4.02

10.30
4.93 1

I

344000 Lab equipments 3.71 0.00
345000 Power operated equipments 5.14 5.20

346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

10.28
N/A

10.30
4.93

341

342
343
344
345
346

4.02
3.71
5.20
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Depreciable PlantNARUC
Acct #

Decision #68310 R a t e  WT
proposed

Staff
Recommended

Rate (%)

301I 301000 0
l

302 302000 Franchises 0 0 0

303
1

i
I

z
I
!

I

8
I

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0

I.

3044I 304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Strucme & Improvement office
Structure & Improvement Misc

2.79
0
0
0

2.03
N/A

2.58
0.00
0.00
0.00
2.58
0.00

2.58
0.00
0.00
0.00
2.58
0.00

305000 Collection & Impounding
reservoirs

2.54 2.58 2.54

307000 Wells & Springs 2.54 2.54 2.54
310100 Power Generation Equip Other 5.12 3.83 I3.83

311

320
320.1I

320.2
320.3

311200
311300
311500

Pumping Equipment

l l

Pump Equipment Electric
Pump Equipment Diesel
Pu Equipment Other

3.71
0.00
0.00

3.83
0.00
0.00

3.83
0.00
0.00

2.33
2.33
5.00

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Plant Equipment
Water Treatment Plant (Non-Media
arsenic removal equip)
Water Treatment Plant (Media
arsenic removal equip)
Chemical Solution Feeders
Sludge Disposal Equipment (arsenic
removal equip)

12.00

N/A

N/A
N/A

12.00

N/A

N/A
N/A

l

330
i

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tank

2.33
N/A
N/A

2.33
N/A
N/A

331001
331100
331200
331300

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Other Transmission and Distribution
Fire mains

2 . 10
N/A
N/A
N/A
N/A
N/A
N/A
N/A

2.10
2.10
2.10
2.10
N/A
N/A
N/A

I
I

I
2.10
2.10
2.10
2.10
2.00
2.00
2.00

333000 Services 2.89 2.89 2.89

Organization 0 0

305

307
310

331

333
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Docket No. W-01303A-08-0227
Page 10

1

2

3

FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS -Havasu



341

Meters
Meters
Meter installations

3.52
N/A
N/A

3.52
3.52

3.52
3.52

335 335000
336 N/A
339

339100
3392500

340

340.1

340100
340200
N/A

334100
334200

Hydrants 0.00 1.99 1.99
Backflow Prevention Devices N/A N/A 6.67

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

N/A
0
0

0
0

Office Furniture & Equipments
Office Furniture & Equipments
Computer & perish eqiupment
Computer Software

4.10
4.10
N/A

4.47
10.00
N/A

Transportation Equipment
Transportation Equip, Lt Duty
Trucks
Transportation Equip, heavy Duty
Tracks
Transportation Equipment, Other
Golf Calf

25.00

N/A

25.00
25.00

25.00

4.47
10.00
25.00

I20.00
15.00

16.67

I3.06

341
341100
341200
341400

342 342000 Store Equipments 3.93 3.93 3.93
4.49343 343000 Tools Shop & Garage Equipments 7.55 4.49

I 344

345

344000 Lab equipments 3.06 3.06
345000 Power operated equipments 9.23 2.55

346I
I 346100

346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

4.10
8.37
6.19

Miscellaneous Equipment 6.19 N/A

2.55

8.37
6.19
6.19 n
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301

Rate (%)
Mohave
Water

proposed

Staff
Recommended

Rate (%) I
I

0 -I0
302

305

302000 Franchises 0 0 0

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

I
I
I

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

304100
304200
304300
304400
304510

304600
304700

304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement AG Cap Lease
Struchlre & Improvement office
Structure & Improvement Store, Shop,
Garage
Structure & Improvement Misc

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

305000 Collection & Impounding reservoirs 2.54 2.54 2.54

5.12
5.00
5.00

307

311

307000 Wells & Springs 2.70 2.70
310100 Power Generation Equip Other N/A 0.00

311200
311300
311500

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel
Pump Equipment Other

5.12
N/A
N/A

5.12
0.00
0.00

320
320.1

320.2
320.3

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Plant Equipment
Water Treatment EquipmentNon-Media
(arsenic removal equip)
Water Treatment Equipment -Media
(arsenic removal equip)
Chemical Solution Feeders
Sludge Disposal Equipment (arsenic
removal)

12.00

N/A
N/A
N/A

12.00

N/A
N/A
N/A

I
7.06

i

5.00
5.00
5.00

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tank

1 .81
N/A
N/A

1 .81
N/A
N/A

11.81

1.81

5.00

331001
331100
331200
331300

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch

2.61
2.61
2.61
2.61

2.61
2.61
2.61
2.61

NARUC
Acct #

Company's
Account #_

Depreciable Plant

0301000 Organization

Decision
#69440

301
302
303

304

305
307
310

2.70
5.00

330

330.1
330.2
331
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS (Mohave Water District)



44.*l-.E--.4-.-.--.u H-»--»----.

I\ 335 335000 Hydrants 1.99
336I

I N/A Backflow Prevention Devices N/A
339

.
I

e
l
l
I

339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

N/A

2.00
2.00

N/A
N/A332000

TD mains 18-inch and larger
Fire Mains

333 333000 Services 5.41
334

I
334100
334200

Meters
Meters
Meter installations

6.53
6.53

N/A
N/A

5.41 2.89

6.53
6.53

6.53
6.53

1.99 1.99
N/A 6.67

0
0

0
0

4.04
10.00
37.71

4.04

10.00

25
I
!I

340

340.1
341

340100
340200
340300

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Computer software

4.04
4.04

37.71

341100
341200

341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Trucks
Transportation Equip, Other - Golf
Carts

25.00

N/A

N/A

20.00

25.00

25.00

20.00

15.00

16.67
342I 342000 Store Equipments 3.93 3.93
343 343000 Tools Shop & Garage Equipments 11.70 11.70

3.93
4.49

344 344000 Lab equipments 3.30 3.30 I10.00
345
346

I
1

13.90 13.90 4.64

3.66
9.76
6.19

I

I
I

i
I

I1
I

|

I

3.66
9.76
6.19

3.66
9.76
6.19

345000 Power operated equipments

346100
346200
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip telephone
Communication Equip Other
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NARUC
Acct #

Company's
Account #.

Depreciable Plant 8Rate (%)
proposed

Sta
Recommended

Rate (%)

301 0
lI 302 302000 Franchises 0 0 |

0
303

t
I
I

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0
0
0
0 r

304
I
I
I

I
I
I

304100
304200
304300
304400
304500
304600
304700

304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement AG
Structure & Improvement office
Stnlcme & Improvement store, shop,
garage
Structure & Improvement Misc

14.59
3.99
2.00
1.50
4.63
4.63

4.63
4.63

14.59
3.99
2.00
1.50
3.99
0.00

3.99
3.99

I

I
I

2.50
3.99
2.00
1.50
3.99
0.00

I3.99
3.99
2.48

0
4.17
2.52
2.34
2 . 00
2.00

310

320
320.1

320.2
320.3

310100 Power Generation Equip Other N/A 4.39

311200
311300

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel

4.39
4,39

4.39
4.39

320100

N/A
N/A

Water Treatment
Water Treatment Plant Equip
Water Treatment Equipment Non-
Media (arsenic removal equip)
Chemical Solution Feeders
Sludge Disposal Equip (arsenic
removal)

7.06
N/A
N/A

7.06
N/A
N/A

33000
Distribution Reservoirs &

Standpipes
Distribution Reservoirs & Standpipes

3.15 3.15

331
I
l
i

331001
331100
331200
331300

332000

Transmission and Distribution
TD mains Not Classified by Sizes
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Fire Mains

0
4.17
2.52
2.34
N/A
N/A

0
4.17
2.52
2.34
N/A
N/A

333000 Services 4.72 4.72 4.72

334100
334200

Meters
Meters
Meter installations

7.21
1.51

7.21
1.51

I
2.51

1.51

335000 Hydrants 2.10 2.10 2.10
N/A Backflow Prevention Devices N/A N/A 6.67

301000 Organization 0 0

I 307 307000 Wells & Springs 2.48 2.48
4.39

4.39
4.39

7.06
5.00
5.00

3.15

333
334

335
336
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS Paradise Valley

Decision #-
68858



339
339600

Other Plant & Misc Equipment
Other P/E CPS 0 0.00

340

340.1

340100
340200
340500
340300

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Other Office Equipment
Computer software

4.04
15.89
7.13
37.71

4.04
10.00
7.13

37.71

4.04
10.00
7.13
25 I

I

0.00

3418
;

341100
341300
341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip Autos
Transportation Equip, Other - Golf
Carts

28.05
7.80

0.93

20.00
7.80

25.00

20.00
7.80

16.67
342000 Store Equipments N/A N/A 4.00| 342

343 343000 Tools Shop & Garage Equipments 3.61 3.61 3.61 1
I 344 344000 Lab equipments N/A N/A 10.00

9.76
4.93

345 345000 Power operated equipments 4.64 4.64

346

5 346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

9.76
7.91

9.76
7.91
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I

|

I

Staff
Recommended

Rate (%)

Rate (%)
Sun City

West Water
proposed

0 i0

NARUC
Acct #

.6._.__

Company's
Account #.

Depreciable Plant Decision
#68310

301 301000 Organization
0

I

0
0
0
0

2.50
1.67
1.67
2.00
4.63
0.00

4.42

7.06

5.00
5.00

5.00
I
i

1.67
1.67
5.00

E
I

i

_i
\!

1.53
1.53
1.53
1.53
1.53

302 302000 Franchises 0

303
303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement office
Structure & Improvement Misc

2.50
1.67
1.67

0
1.68

0

305 305000 Collection & Impounding reservoirs 0.00

307 307000 Wells & Springs 2.52

310I 310100 Power Generation Equip Other

0

0
0
0
0

2.50
1.67
1.67
1.67
2.12
0.00
0.00
2.52
0.00

0.00
2.52

311
311200
311300
311500 0

Pumping Equipment
Pump Equipment Electric
Pump EquipmentDiesel
Pu Equipment Other

4.42
4.42
4.42

4.42
4.42
4.42

320
320.1

320.2
320.3

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Equipment
Water Treatment Equipment (Non-
Media arsenic removal equip)
Media Water Treatment Equipment
(pressurizedvessels arsenic removal
equip)
Solution Chemical Feeder
Sludge Disposal Equipment (arsenic
removal)

4.00

N/A
N/A

N/A

4.00

N/A
N/A

N/A

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distribution Reservoirs & Standpipes
Storage Tanks
Pressure tanks

l .67
N/A
N/A

l .67
N/A
N/A

331001
331100
331200
331300
332000

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
Fire Mains

l .53
N/A
N/A
N/A
N/A
0.00

1.53
1.53
1.53
1.53
1.53

331

333000 Services 2.48 2.48 2.48

334100
Meters

Meters 2.51 2.51 2.51

333
334
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS (SUD City West Water)



iI

344

2.51

6.67

0
2.00

20.00
15.00
16,67

|
3.91

!
10.30

4.93

345 345000 Power operated equipments 5.14 5.02

346100
346300

Communication Equipments
Communication Equip non~te1ephone
Communication Equip Other

10.28
N/A

10.30
4.93

334200 Meter installations N/A
335 335000 Hydrants 2.00 2.00
336 N/A Backflow Prevention Devices N/A N/A
339

339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

4.98
0
0

340

340.1

340100
340200
N/A

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Computer Software

4.55
4.55
N/A

4.59
10.00
N/A

341
341100
341200
341400

Golf

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Trucks
Transpoltadon Equip, Other
Carts

25.00
N/A
N/A
N/A

20.00
25.00
25.00

342 342000 Store Equipments 3.92 4.02
343 343000 Tools Shop & Garage Equipments 4.14 4.02

2.51

I4.02

3.71
5.02

344000 Lab equipments 3.71 3.71
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Depreciable Plant Approved
Rate

(Decision #
67093)

Proposed
Rate (%)
(Tubac)

IStaff
Recommended

Rate (%)

301 301000
302 302000 Franchises 0 0 0

Organization 0 0 I0

303
303200
303300
303400
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WTLand & Land
Right TD
Land & Land Right AG

0
0
0
0
0
0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement office
Strucme & Improvement Misc

2.40
1.94

0
1.92
2.89

2.21
2.21
2.21
2.21
2.21

0
305 305000 Collection & Impounding reservoirs 0 0

307000 Wells & Springs 3.08 3.08
310 310100 Power Generation Equip Other 0 4.24

4.24
5.00
4.24

4.24
4.24
4.24

4.00

N/A
N/A

N/A

4.00

N/A
N/A

N/A

1 .62
N/A
N/A

1 .62
N/A
N/A

I

l
I
I

1.62
2.22
5.00

1.97
1.97
1.97
1.97
2.34

I
3
I

1.97

1.97

1.97

2.34

2.45 2.45 2.45
2.42

2.42 2.42
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS (Tubac)
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET nos. W-01303A-08-0227 AND SW-01303A-08-0227

The Surrebuttal Testimony of Staff witness Gerald W. Becker addresses the following issues:

Revenue Requirement - The following table presents the test year revenue, Staffs recommended
revenue, and the increase/(decrease) in dollars and percent.

Increase/Decrease
in Percent

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubac
Overall

Staff As Adjust
Test Year
$ 18,818,613
$ 1,026,587
$ 5,113,631
$ 796,161
$ 7,848,732
$ 5,701,431
$ 426,900
$ 39,732,055

Staff
Recommended
$ 21,377,068
$ 1,408,318
$ 5,345,121
$ 722,274
$ 9,470,254
$ 9,153,703
$ 626,781
$ 48,120,372

Increase/Decrease
in Dollars
$ 2,558,455
$ 381,731
$ 231,490
$ (73,887)
$ 1,621,522
$ 3,452,272
$ 216,734
$ 8,388,317

13.6%
37.2%
4.5%

-9.3%
20.7%
60.6%
50.8%
21 .1 %

Rate Base - The following table presents the rate base as initially proposed in the Company's
application, Staff' s recommendation and the amount of Staff s adjustment in dollars and percent.

Company
Proposed
(Per Application)

Staff
Recommended

Staff
Adjustment

Increase/Decrease
in Percent

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubac

$
$
$
$
$
$
$

96,976,395
4,221 ,474

12,041,310
4,740,149

40,864,986
37,901 ,086

1 ,527,454

$ 59,516,712
$ 3,791,385
$ 8,909,632
$ 647,244
$ 38,855,656
$ 37,239,,151
$ 1,428,225

$(37,459,683)
$ (430,089)
$ (3,131,678)
$ (4,092,905)
$ (2,009,330)
$ (661,935)
$ (99,229)

-38.6%
-10.2%
-26.0%
-86.3%

-4.9%
-1 .7%
-6.5%

Overall $ 198,272,854 $ 150,284,760 $(47,988,094) -24.2%

Test Year Operating Income - Staff's adjusted test year operating income is discussed in the
testimony of Gary McMun'y and is shown for each system on the attached Surrebuttal Schedule
GTM-111



Response to the Rebuttal Testimony of Mr. Thomas M. Broderick -

.1. Imputed Regulatory Advances in Aid of Construction ("IR AIAC") - Staff disagrees with
the Company's request for post test year amortization of IR AIAC. Staff maintains that the
amortization of IR AIAC should coincide with the end of the test year.

Staff response to Rebuttal Testimony of Ms. Linda J. Gutowski -

Agua Fria Water District:

1. Post Test Year Plant - Staff disagrees with the Company's rebuttal position to include
in rate base $1,189,832 for the Rancho Cabrillo Subdivision.

Post Test Year Plant - Staff disagrees with the Company's rebuttal position to include
in rate base $1,794,294 for the Sierra Montana 2.2 Mg Reservoir. The $1,794,294 is
the updated amount of the $2,046,765 recommended for disallowance in Staffs direct
testimony.

Post  Test  Year  Plant  ("CWIP") . . .  Staff disagrees with the Company's rebuttal
position to include in rate base $25,000,000 for the White Tanks Plant.

4. Accumulated Depreciation Staff agrees with the Company's rebuttal position that
the sign on the adjustment of $7,532 to Accumulated Depreciation in Staffs Direct
Testimony should be reversed.

AIAC/CIAC in Rate Base - Staf f has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offset t ing plant  is  not  in r a te base,  and S ta ff  disagrees  with the
Colnpany's position.

Havasu Water District:

Test Year Plant - Staff accepts the Colnpany's newly filed position to transfer the
plant, accumulated depreciation and related AIAC/CIAC for the Gateway plant from
Havasu Water to Mohave Water.

AIAC/CIAC in Rate Base .- Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offset t ing plant  is  not  in r a te base,  and S ta ff  disagrees  with the
Company's position.

Mohave Water District:

2.

3.

5.

2.

1.

1. Post Test Year Plant - Staff disagrees with the Company's rebuttal position to include
in rate base $643,127 for post test year plant. This is the update amount related to
Staff' s recommended adjustment of $610,731 in Staff' s Direct Testimony.



2. Test Year Plant - Staff disagrees with the Company's rebuttal position to include in
rate base $1,539,768 for three prob ects lacking invoices.

3. AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Mohave Wastewater District:

1. Post Test Year Plant- Staff disagrees with the Company's rebuttal position to include
in rate base $3,932,808 for post test year plant for costs associated with the upgrade
and expansion of the Wishing Well Treatment Plant.

2. Test Year Plant - Staff disagrees with the Company's rebuttal position to include in
rate base $306,362 for three prob acts lacking invoices.

AIAC/CIAC in Rate Base .- Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Paradise Valley Water District:

1. Accumulated Depreciation -- Staff agrees with the Company's rebuttal position to
increase accumulated depreciation by $100,554 to correct a math error in its filing.

2, AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Sun City West Water District:

Test Year Plant - The Company states that Staff's adjustment of $70,000 to increase
the balance in both the plant and accumulated depreciation accounts should be
$76,672. Staff accepts the additional $6,672 for both, with no net impact on rate
base.

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Compa.ny's position.

3.

2.

1.
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Tubae Water District:

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Staff response to Rebuttal Testimonv of Ms. Shervl L. Hubbard-

1. Cash Working Capital - The Company states that there are formulaic errors in Staffs
calculation of cash working capital along with incorrect amounts for taxes in some
districts. The Company also alleges Staff inappropriately used the expense lags of
Mohave Water for the Mohave Wastewater calculation. Staff has corrected its
formulaic errors and updated the tax amounts used to reflect the taxes on proposed
revenues as opposed to test year revenues. However, Staff continues to apply the
same expense lags for all districts.

White Tanks ... The Company states that Staffs recommendation to excluded $25
million of CWIP firm rate base will create dire consequences for the Company and
that the Company may have to consider mothballing or selling the facility.

Arsenic Treatment Plant -- Excess Capacity-

1. Staff has identified and adjusted for excess capacity in the Agua Fria, Havasu and
Sun City West Water systems.

Tubae Arsenic Options-

2.

1.

1. The Company has described two options to remediate arsenic in its Tubac system.
Staff has performed a financial analysis for informational purposes.
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1 INTRODUCTION

Q. Please state your name, occupation, and business address.2

3

4

A. My name is Gerald Becker. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("Commission") in the Utilities Division ("Staff"). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q- Are you the same Gerald Becker who previously submitted Direct Testimony in this

5

6

7

8

9

10

case?

Yes, I am.

11

12

PURPOSE OF SURREBUTTAL TESTIMONY

Q. What is the purpose of your Surrebuttal Testimony in this proceeding?

13

14

A. The purpose of my Surrebuttal Testimony in this proceeding is to respond, on behalf of

Staff to the Rebuttal Testimonies of Mr. Thomas M. Broderick, Ms. Linda J. Gutowski,

and Ms. Sheryl L. Hubbard who represent Arizona-American Water Company Inc. -

("Arizona American" or "Company").

15

16

17

18

19

20

Do you attempt to address every issue raised by the Company in its Rebuttal

Testimony?

21

22

23

No. I limit my discussion to certain issues as outlined below. My silence on any

particular issue raised in the Company's Rebuttal Testimony does not indicate that Staff

agrees with the Company's stated Rebuttal position on the issue. I rely on my Direct

Testimony unless modified by this Surrebuttal Testimony.

24

A.

A.

Q.

l l I
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1

2

Q- What issues will you address?

3

4

I address the issues lis ted below that  are discussed in the Rebutta l Test imonies of

Company witnesses Mr. Thomas M. Broderick, Ms. Linda J. Gutowski, and MS; Sheryl L.

Hubbard. In addition, I address the excess capacity in arsenic treatment plants. Further,

discuss a  financial analysis of arsenic treatment alternatives in Tubac. I  a m a lso

sponsoring the attached Schedules GWB-1 through GWB-10 for the various districts.

1

5

6

7

8

9

10

11

12

Thomas M Broderick:

1. Imputed Regulatory Advances ("IR AIAC").

Linda J. Gutowski :

Rate Base

1. Post Test Year Plant13

14

15

16

2. Test Year Plant not supported by invoices

Accumulated Depreciation

Transfer of Gateway Plant from Havasu Water to Mohave Water

5. AIAC/CIAC in CWIP

3.

4.

17

18

19

20

Sheryl L. Hubbard:

1. Working Capital

2. White Tanks Plant21

22

23

24

Overcapacity of arsenic treatment plant -- Agua Fria, Havasu, and Sun City West.

Tubae Arsenic Remediation Options.

25

A.
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1 SUMMARY OF RECOMMENDATIONS

Q. Please provide a summary of Staff surrebuttal recommendations.2

3

4

A. T a ble 1  shows  S ta f f ' s  a djus t ed t es t  yea r  r evenue,  S t a f fs  r ecommended r evenue

requirement and the recommended revenue increase over the test year amounts in dollars

and percent for each district.  The recommended revenue for each district provides an

operating income reflecting a 7.34 percent rate of return on the fair value rate base. The

Company proposed (initial filing) and Staff recommended rate bases for each district are

shown in Table 2 along with the Staff adjustments shown in dollars and percent.

Table 1

5

6

7

8

9

10

11 Staff Test Year and Recommended Revenue

Increase/Decrease
in Percent

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubae
Overall

Staff As Adjust
Test Year
Revenue
$ 18,818,613
$ 1,026,587
$ 5,113,631
$ 796,161
$ 7,848,732
$ 5,701,431
$ 426,900
$ 39,732,055

Staff
Recommended
Revenue
Requirement
$ 21,377,068
$ 1,408,318
$ 5,345,121
$ 722,274
$ 9,470,254
$ 9,153,703
$ 626,781
$ 48,120,372

Increase/Decrease
in Dollars
$ 2,558,455
$ 381,731
$ 231,490
$ (73,887)
$ 1,621,522
$ 3,452,272
$ 216,734
$ 8,388,317

13.6%
37.2%
4.5%

-9.3%
20.7%
60.6%
50.8%
21 .1 %

12
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1

2

Table 2

Rate Base - Company Proposed and Staff Recommended
Rate Base Staff Surrebuttal

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubac

Per Application
Company
Proposed
$ 96,976,395
$ 4,221,474
$ 12,041,310
$ 4,740,149
$ 40,864,986
$ 37,901,086
$ 1,527,454

Recommended
$ 59,516,712
$ 3,791,385
$ 8,909,632
$ 647,244
$ 38,855,656
$ 37,239,151
$ 1,428,225

%
Difference

-38.6%
-10.2%
-26.0%
-86.3%

-4.9%
-1 .7%
-6.5%

Overall $ 198,272,854 $ 150,284,760

Difference
$37,459,683)
$ (430,089)
$(3,131,678)
$(4,092,905)
$(2,009,330)
$ (661,935)
$ (99,229)
$

(47,988,094) -24.2%

3

4 RESPONSE TO REBUTTAL TESTIMONY OF THOMAS M. BRODERICK

Imputed Regulatory Advances and Contributions

Q. Please describe the treatment proposed by the Company in this filing.

5

6

7 A. The Company proposed amortization of IR AIAC beyond the end of the test year ending

December 31, 2007, to extend the amortization through the date it anticipated rates in this

proceeding would become effective.

8

9

1 0

Q - Did Staff recommend this treatment in its Direct Testimony?11

12

13

1 4

No. In accordance with ratemaking principles, Staff recommends that amortization not be

extended aler the end of the test year ending December 31, 2007.

Q , Is Staff now in agreement with the Company's amortization period?15

16 No.

17

18 Q - What does Staff recommend?

19 Staff recommends IR AIAC amounts as shown on each system's rate base schedule.

20

A.

A.

A.
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1

2

RESPONSE TO REBUTTAL TESTIMONY OF LINDA J. GUTOWSKI

Agua Fria Water District:

3 Test Year Plant: Rancho Cabrillo

4 Q, Why did Staff remove $1,189,832 of plant pertaining to Rancho Cabrillo in its Direct

5

6

7

8

9

10

11

12

Testimony?

Dur ing it s  examina t ion of the Company's  records , Staff selected capital additions

pertaining to the Rancho Cabrillo subdivision. The Company was unable to provide

adequate documentation for these plant additions and that the Company can demonstrate

that it is used and useful. In a subsequent communication with Staff, the Company stated

that it would agree to removal of the unsupported amounts from rate base. A copy of that

e-mail is attached.

13

14

15

16

Q- What is the Company basis for again changing its position and now requesting to

include the unsupported Rancho Cabrillo plant additions in rate base?

The Company asserts that the amounts should be included in rate base because the Staff

engineer did not make any determination that the associated plant was not used and useful.

17

18

19

20

Q- Is a determination of used-and-useful the sole requirement for inclusion in rate base?

21

22

23

24

No. The issue at hand is one of valuation and adequate record keeping. Pursuant to the

Commissions rules and regulations the Company is required to maintain adequate records

to verify the cost of plant additions in accordance with the NARUC Uniform System of

Accounts. The rules state that utility shall be required to furnish the Commission with the

details to support the recorded valuation. The Company does not have records to support

and verify the claimed cost of its plant additions in Rancho Cabrillo.

25

A.

A.

A.

I I I
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1 Q- What does Staff recommend?

2

3

4

5

In the absence of supporting documentation,  Staff recommends disallowance of the

amounts until the Company can provide adequate documentation or that the Company can

demonstrate that the plant is in place and it is used and useful. Staff further recommends

that the Company attempt to obtain missing documentation to support its plant amounts.

6

7 Post Test Year Plant - Sierra Montana

8 Q- Please describe the treatment proposed by the Company in this filing.

9

10

The Company proposes to include in rate base $1,794,294 for the expansion of the Sierra

Montana 2.2 Mg Reservoir as post test year plant.

11

12 Q- Did Staff recommend this treatment in its Direct Testimony?

13 A. No. Staff recommended disallowance.

14

15 Q- What is reflected in the Company's rebuttal testimony for this amount?

16

17

The Company states that the associated plant is now valued at $1,794,295 versus the

$2,046,765 in its filing and that this plant was placed in service in December 2008 and

that it should be included.18

19

20 Q. Does Staff agree with the Company's position?

21 No.

22

23 Q- Please explain.

24 Staff maintains the same positions as discussed in Staff s Direct Testimony:

25

26
27

"Post test year plant is usually mismatched with the revenues, expenses, and rate
base of the test year. Matching is a fundamental principle of accounting and

A.

A.

A.

A.

A.

I l H Lu I uulull I I IIIII IIIIIIIIIIIIIIIII
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rate-making. The absence of matching distorts the meaning of and reduces the
usefulness of operating income and rate of return for measuring the fairness and
reasonableness of rates. Accordingly, recognizing post test year plant in rate
base is generally appropriate only in special and unusual cases where failure to
do so would create an inequity. Staff had traditionally recognized two such
eases:

When the magnitude of the investment relative to the utility 's total
investment is such that not including the post test year plant in the east of
service wouldjeopardize the utility 'sfnancial health; and

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

a.

b.

When conditions such as tnefollowing exist:
Tlaecost oftnepost test year plant is significant and substantial,
The net impact on revenue and expenses for the post test year plant
is known and insignuieant, or is revenue neutral,
the post test year plant is prudent and necessary for the provision
of serviees and reflects appropriate, efficient, e ctive and timely
decision-making. ml

19

20 Q- Based on Staff's review, did the Company satisfy these criteria?

21 No. These criteria are not satisfied.

22

23 Q- What does Staff recommend?

24 Staff recommends disallowance of the post test year plant for the Sierra Montana 2.2 Mg

25 reservoir.

26

27 Post Test Year Plant - White Tanks CWIP

28 Q- Please describe the treatment proposed by the Company in this filing.

29

30

The Company proposes to include in rate base $25,000,000 of CWIP for its White Tanks

Project.

31

32 Q- Did Staff recommend this treatment in its Direct Testimony?

33 No. Staff recommended disallowance.

A.

A.

A.

A.

1 Page 20 of Direct Testimony of Gerald Becker of January 13, 2009.

2.

1.

c.
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1 Q- What is reflected in the Company's rebuttal for this amount?

2 The Company still seeks $25,000,000 of CWIP for its White Tanks Project.

3
'Is

4 Q, Does Staff agree with the Company's position?

No.5

6

7

8

9

10

11

12

Q- Did the Company propose alternatives to recover the cost of CWIP?

The Company proposes to recover these costs through a temporary surcharge to Agua Fria

customers that is estimated to be $9.09 per month. Alternatively, the Company suggests

the implementation of a valley wide 'renewable-water-supply surcharge' that would be

assessed to all customers still on groundwater but the Company does not state the amount

of the estimated surcharge.

13

14 Q- What does Staff recommend?

15

16

Staff recommends disallowance of the post test year plant for the White Tanks Plant as

fur ther  discussed in response to Ms.  Hubbard below. Additionally,  Staff does not

recommend any of the surcharges as alternatives to placing CWIP in rate base.17

18

19

20

Accumulated Depreciation

Q. Did the Company identify an error in Staff's calculation of Accumulated

21 Depreciation?

22

23

24

Yes. The Company correctly noted that Staffs adjustment to decrease accumulated

depreciation in Schedule GWB-5 for the Agua Fria District was calculated as an increase

to accumulated depreciation.

25

A.

A.

A.

A.

A.
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Q- Has Staff corrected the error?1

2 Yes. Staff has made this correction in its surrebuttal schedules.

3

4

5

6

Please describe how CIAC and AIAC relates to plant in service and rate base.

7

8

9

10

11

12

13

CIA C/AIAC in CWIP

Q-

A. CIAC and AIAC represent funds or plant provided to the Company by parties other than

investors. Typically, funds received as CIAC or AIAC are used to build plant which may

ultimately be in rate base. Plant that is used and useful for the provision of utility service

is a  components of rate base.  CIAC and AIAC are also components of rate base.  As

components of rate base, plant differs from CIAC and AIAC in that plant increases rate

base and CIAC and AIAC decrease rate base. Plant dirt is under construction ("CWIP")

is normally not a component of the rate base calculation. Thus, funds received as CIAC or

AIAC that are funding CWIP are included in the rate base calculation while the CWIP is

not included in the rate base calculation. As a result, the plant included in the rate base

calculation may not equal CIAC and AIAC funds received.

14

15

16

17

18

19

2 0

Q, Please describe the Company's position.

The Company asserts that it has received CIAC and AIAC for plant not yet completed and

reflected in its rate base. The Company further states that since CWIP is not an addition

to rate base, then related CIAC and AIAC should not be a reduction in the rate base

calculation.21

22

23 Q- Is the Company's position is a departure from traditional ratemaldng practices?

24 Yes. The Company's position is a departure from traditional ratemaking practices.

25

A.

A.

A.
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Q- Please explain.

The Company has use of the funds advanced or contributed by others, regardless of how

the funds  a r e used,  ther efor e,  inves tor s  commit  less  funds  for  u t i l i t y pur poses .

Accordingly,  the Company's  r a te base should be reduced by the CIAC and AIAC

regardless of how it is used. The fact that the associated CWIP is not in rate base is

irrelevant. CWIP is one example of how not recognizing CIAC and AIAC as a deduction

in the calculation of rate base results in excess earnings. The Company can record an

allowance for funds used during construction ("AFUDC") to CWIP balances to earn a

return on construction expenditure funded by CIAC and AIAC. AFUDC is a form of

earnings. Thus, the Company is earning on funds not provided by investors. Reducing

rate base by CIAC and AIAC preserves the ratemaking balance and removes this excess

earnings potential.

Q- What does Staff recommend?

Staff recommends that the CIAC and AIAC funds the Company asserts are in CWIP be

reflected in the CIAC and AIAC balances used to ca lcula te and proper ly reflect  a

reduction to rate base. For the Agua Fria system, a $3,432,286 adjustment to increase

CIAC is appropriate.

Havasu Water District

Transfer of Gateway Plant

Q, Please describe the treatment proposed by the Company in this filing.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

A.

A. The Company proposes to t ransfer  to $721,333 of plant ,  $14,000 of accumula ted

depreciation, and $656,267 of AIAC from its Havasu Water to Mohave Water for plant

known as Gateway.
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1 Q- Did Staff recommend this treatment in its Direct Testimony?

2 A. No. The Company had not disclosed this adjustmeNt to Staff

3

4 Q- Does Staff agree with the Company's adjustment?

5

6

7

8

9

10

Staff agrees with the Company's proposal that transfemhg the plant from Havasu Water to

Mohave Water is appropriate and that the proposed amounts for plant and AIAC are

correct. However, Staff disagrees with the proposed amount as it relates to Accumulated

Depreciation.

Q. Please explain.

11

12

The Company wishes to increase the Accumulated Depreciation on its Mohave Water

District by $45,790 as compared with the $14,000 decrease on the Havasu Water system.

13

14 Q- Was the Company able to reconcile the amounts?

15 No. The Company was unable to provide a detailed explanation of the differences.

Q. What does Staff recommend?

16

17

18

19

20

21

22

A. Staff r ecommends  a  decr ea se t o  p la nt  of  $721 , 331  a  decr ea se t o  Accumula t ed

Depreciation in amount of $45,790, and a decrease to AIAC in the amount of $656,267, to

the Havasu Water District with corresponding adjustments to the Mohave Water District.

CIA C/AIA C in C W7P

23

24

Q. Has the Company requested the exclusion of CIAC or AIAC associate with CWIP as

in the Agua Fria District above?

25

26

A.

A.

A.

A. Yes. The Company's excludes $10,645 from CIAC with a corresponding reduction to rate

base.
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1 Q- What does Staff recommend?

2 Staff recommends an increase to CIAC of $10,645 for the Havasu Water District.

3

4 Mohave Water District:

Post Test Year Plant

Q, Has the Company requested the inclusion of post test year plant as in the Agua Fria

District above?

5

6

7

8

9

10

11

Yes. The Company's rebuttal position is to include in rate base $643,127 for post test

year plant. This is the updated amount corresponding with Staff's Direct Testimony

recommendation to disallow $610,731 of post test year plant.

12 Q. Does Staff recommend including post test year plant in this case?

13

14

No. For reasons described above in

disallowance of these amounts.

the Agua  Fr ia  sect ion,  S ta ff  r ecommends

15

16 Test Year Plant WinterHaven, Stonebridge and Mira Monte

17

18

19

20

Q, Has the Company requested the inclusion of test year plant that is not adequately

supported by documentation?

Yes. The Colnpany's rebuttal position is to include in rate base $1,539,768 for test year

plant lacking invoices.

21

22 Q- Does Staff recommend including test year plant in this case?

23

24

25

26

A.

A.

A.

A.

A. No. For reasons described above in the Agua Fria section, Staff disagrees with the

Company's rebuttal posit ion to include in rate base $l,539,768. Staff recommends

disallowance of the amounts until the Company can provide adequate documentation or

that the Company can demonstrate that the plant is in place and it is used and useful. Staff
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further recommends that the Company attempt to obtain missing documentation to support

its plant amounts.

CIA C/AIAC in CWIP

Q, Has the Company requested to exclude CIAC or AIAC associate with CWIP?

A. Yes. T he Company excludes  $94,452 of  CIAC and $291,909 of  AIAC from it s

calculation of rate base. Since CIAC and AIAC reduce rate base the Colnpany's exclusion

overstates rate base.

Q. What does Staff recommend?

Staff recommends adjustments to increase to CIAC by $94,452 and AIAC by $291,909 for

the Mohave Water system resulting in corresponding decreases to rate base.

Transfer of Gateway Plant

Q, Please describe the treatment proposed by the Company in this filing.

A. The Company now proposes to transfer to $721,333 of plant, $45,790 of accumulated

depreciation, and $656,267 of AIAC from its Havasu Water to Mohave Water for plant

known as Gateway.

Q- Did Staff recommend this treatment in its Direct Testimony?

No. The Company had not disclosed this adjustment to Staff in its initial filing.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q- Does Staff agree with the Company's adjustment?

A.

A.

A. Staff agrees with that transfening the plant from Havasu Water is appropriate and that the

proposed amounts for plant and AIAC are correct.  However, Staff disagrees with the

proposed amount for transfening Accumulated Depreciation.
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1 Q- Please explain.

2

3

The Company wishes to increase the Accumulated Depreciation on its Mohave Water

District by $45,790 as compared with the $14,000 decrease on the Havasu Water system.

4

Q- Was the Company able to reconcile the amounts?

No. The Company was unable to provide a detailed explanation of the differences.

5

6

7

8

9

Q~ What does Staff recommend?

A.

10

11

Staff recommends transfening the plant from Havasu resulting in an increase to plant of

$721 ,333, an increase to Accumulated Depreciation in amount of $45,790, and an increase

to AIAC in the amount of $656,267 and corresponding adjustments to the Havasu Water

District as discussed above.12

13

14 Mohave Wastewater District:

Post Test Year Plant- Wishing Well Treatment Plant

Q. Has the Company requested the inclusion of post test year plant as in the Agua Fria

District above?

15

16

17

18

19

20

Yes. The Company's rebuttal position is to include in rate base $3,932,808 for post test

year plant.

21 Q- Does Staff recommend including post test year plant in this case?

22 No. For reasons described above in the Agua Fria section, Staff recommends

disallowance of these amounts.23

24

A.

A.

A.

A.
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1 Test Year Plant - Mesa Vista and Sage Hill

2

3

Q. Has the Company requested the inclusion of test year plant that is not adequately

supported by documentation?

4 A. Yes. The Company's rebuttal position is to include in rate base $306,362 for test year

plant lacing invoices.5

6

7

8

9

10

11

Q. Does Staff recommend including test year plant in this case?

12

No. For reasons described above in the Agua Fria section, Staff disagrees with the

Company's rebuttal position to include in rate base $306,362. Staff recommends

disallowance of the amounts until the Company can provide adequate documentation or

that the Company can demonstrate that the plant is in place and it is used and useful. Staff

further recommends that the Company attempt to obtain missing documentation to support

its plant amounts.13

14

15

16

CIA C/AIAC in CW7P

Q. Has the Company requested to exclude CIAC or AIAC associate with CWIP as in

the Agua Fria District above?17

18

19

20

Yes. The Company proposes to exclude $65,395 of CIAC from its calculation of rate

base. Since CIAC reduces rate base, the Company's exclusion overstates rate base.

21

22

Q- What does Staff recommend?

23

Staff recommends an adjustment to increase CIAC by $65,395 for the Mohave

Wastewater District resulting in a corresponding decrease to rate base.

24

A.

A.

A.
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1 Paradise Valley Water District:

2 CIA C/AIAC in CWIP

3 Q, Has the Company requested to exclude CIAC or AIAC associate with CWIP as in

4 the Agua Fria system above?

Yes. The Company excludes $322,588 of CIAC firm its calculation of rate base. Since

CMC reduces rate base, the Company's exclusion overstates rate base.

Q- What does Staff recommend?

5

6

7

8

9

10

11

Staff recommends an adjustment to increase CIAC by $322,588 for the Paradise Valley

District resulting in a corresponding decrease to rate base.

12 Accumulated Depreciation

13

14

Q. Please describe the Company's rebuttal position.

A. The Company states its filing contained an error that understates accumulated depreciation

by $100,554 and proposes to correct the error by increasing accumulated depreciation

$100,554.

Q, Does Staff agree?

15

16

17

18

19

20

Yes. Staff' s surrebuttal schedules reflect the correction.

21

22

Sun City West Water District:

Q, Please describe the Company's rebuttal position.

23 A. The Company states plant and accumulated depreciation should be increased by $76,672

to correct an error in it records.24

25

A.

A.

A.
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Q. Does Staff agree?

Yes. The Company had previously informed Staff that the amount of the adjustment

should have been $70,000 but the Company further learned that $76,672 is the correct

amount. Staff's surrebuttal schedules reflect the updated amount.

Tubae Water District:

CIA C/AIA C in C W7P

Q, Has the Company requested to exclude CIAC or AIAC associate with CWIP as in

the Agua Fria system above?

Yes. The Company excludes $20,266 from AIAC from its calculation of rate base. Since

AIAC reduces rate base, the Company's exclusion overstates rate base.

Q- What does Staff recommend?

Staff recommends an adjustment to increase AIAC by $20,266 for the Tubac District

resulting in a corresponding decrease to rate base.

RESPONSE TO REBUTTAL TESTIMONY OF SHERYL L. HUBBARD

Working Capital

Q. What is the Company's rebuttal position?

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

A.

A.

A.

A. The Company states that Staff's calculation of cash working capital contains formulaic

errors along with some incorrect amounts for taxes in some districts. The Company also

alleges that Staff inappropriately used the expense lags of Mohave Water for the Mohave

Wastewater calculation.
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1 Q- Does Staff agree with the Company's position?

2

3

4

Staff agrees that there were formulaic errors the calculation of working capital in Staffs

Direct Testimony and that some tax expense amounts did not reflect  the Company's

prospective liabilities. Staffs surrebuttal schedules reflect corrections for the formulaic

errors and tax values. Staff does not agree with the Company's contention that incorrect

expense lags were used in one system versus another because Staff is using the same

expense lags for all systems.

5

6

7

8

9

10

11

Q, What does Staff recommend?

Staff has recomputed the cash working capital on the attached sulTebuttal schedules and

recommends the amounts as shown.

12

13

14

White Tanks

What is the Company's rebuttal position?Q-

15

16

A. The Company requests the following:

17

18

19

20

21

22

23

That $25 million of CWIP for the White Tanks project be included in rate base.

The Company states that this is necessary because hook up fees are far less than

anticipated and that the Company will face dire financial consequences if there is

not interim relief, "Arizona American must consider mothballing or selling the

plant".2

That  it  needs an account ing order  to defer  post  in service O&M unt il such

expenses can be reflected in rates.

A.

A.

2 Page 10 of Rebuttal Testimony of Company witness Christopher C. Buts

2.

1.
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1

2

The Company further claims that FASB 92 will require a write down of the plant

for financial statement purposes if the Commission does not grant it an accounting

3 order.

4 4.

5

As an alternative to CWIP in rate base,  the Company requests surcharges as

previously discussed.3

6

7 Q- What is Staff's position regarding the C0n1pany's proposal to include CWIP in rate

8 base?

9

10

11

As discussed in the Direct Testimony, Staff does not support including CWIP in rate base.

At the present time, the CWD' is not providing any benefit to cunentrate payers. Thus,

current ratepayers should not bear the burden of this facility.

12

13 Q~ What is Staff's position on an accounting order to defer O&M costs?

14 Staff' s recommendation is consistent with its recommendation in its Direct Testimony:

15

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

"Staff believes that accounting orders should only be issued under very unusual
or extraordinary conditions to prevent harm to either the Company or the
ratepayers. In the ease at hand, the Company has already been indemnyied
against harm for post in service AFUDC and depreciation expense via the
accounting orders in the previous ease. Staff further notes that the cost of the
Central Arizona Project ("CAP") entitlement for AF Water is already included in
the Company's 0&M in this proceeding, further reducing the Company's
exposure to in-recovered O&M

Staff does not see any evidence that the Company's net costs and O&M not
subject to deferral mechanisms and future recovery will be extraordinary. Staff
believes that the cost of providing treated water will be of8'et by cost savings
attached to the present expenses of providing ground water which are reflected in
present rates along with the CAP entitlement as discussed above. Thus, Stuff
recommends denial fan additional `accounting order. HE

A.

A.

3

4
Page 8-9 of Rebuttal Testimony of Company witness Christopher C. Buts
Page 27 of Direct Testimony of Gerald Becker of January 13, 2009.

3.
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1 Thus, Staff recommends denial of an accounting order to defer O&M.

2

3

4

Q- What is StamPs view of the potential need for the Company to record a write down in

its external financial statements due to the requirements of FASB 92?

5

6

Although any potential detriment to the Company may be considered by the Commission,

the financial sta tement presentat ion should not  dr ive the regulatory process. The

r equ ir ement s  for  p r esent a t ion of  ex t er na l  f ina nc ia l  s t a t ement s  do not  a l t er  t he

Commission's  prescr ibed t rea tment  of costs  for  ra temaking purposes nor  do those

requirements change the eligibility of recovery of any cost by the Company.

7

8

9

10

11 Q- What does Staff recommend?

12

13

Sta ff  concludes  tha t  any concerns  regarding the f inancia l s ta tement  presenta t ion

constitutes inadequate justification to issue an accounting order. Thus, Staff recommends

denial of the accounting order.

Joint Development Agreement

Q. Has Staff changed its position on the Joint Development Agreement with the

Maricopa Water District ("MWD")?

14

15

16

17

18

19

20

21

No. Staff continues to have significant reservations regarding the Joint Development

Agreement as discussed in its Direct Testimony.

22 Overcapacity of Arsenic Treatment Plant - Agua Fria, Havasu, Sun City West Water

Q, What is the Company proposing?23

24 A. The Company asserts that all of its arsenic treatment plant in these districts is used and

useful and proposes to include it in rate base.25

26

A.

A.

A.
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1 Q-

2

3

4

5

Does Staff agree?

No. The Staff has reviewed the capacity of the arsenic treatment plant for these systems

and recommends a disallowance for each system as described in the Surrebuttal

Testimony of Dorothy Hains. Staffs sunebuttal schedules reflect these adjustments to the

rate base of the respective Districts. The disallowances for each District are:

6
7
8
9

Agua Fria $126,352
Havasu $143,485
Sun City West Water $92,080

10

11

12

Q-

A.

Does this conclude your testimony on this topic?

Yes, it does.

13

14 TUBAC ARSENIC REMEDIATION OPTIONS

What is the Company proposing?Q.

The Company proposes to construct arsenic remediation plant to treat all water that it

distributes as opposed to installing point of use treatment at customers' premises which

would treat the water only at a designated point such as the kitchen sink.

15

16

17

18

19

2 0

21

Q- What is the nature of StamPs testimony?

22

23

24

25

26

Staff has calculated the revenue requirement for each option for the first year. Staffs

analysis uses the Colnpany's estimates of initial investment and annual operating expenses

with exception of depreciation expense. Staff modified the depreciation rate to reflect a

20-year life for the central treatment plant for consistency with depreciation rates for

similar plant in this proceeding, as compared with the 40-year life described by the

Company.5

A.

A.

A.

5 Rebuttal testimony of Jeffrey W. Stuck, February ll, 2009, Page 3 line 17.
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1 Q. According to the Company, what are the initial and ongoing costs for each type of

2

3

4

system?

The Company states that the initial cost of a centralized treatment system is $2,300,000 as

compared with $544,000 for the point of use system.6 The annual operating costs

excluding depreciation and property taxes are $173,000 for the central system and

$349,000 for the point of use system.7 The Company further states that the point of use

system would have to be completely re-installed after 10 years at a cost of almost $2

1'I'1ll1l011.8

5

6

7

8

9

10

11

Q- Has Staff conducted any analysis to assess the reasonableness of the Company's

stated capital and operating costs of the two arsenic treatment alternatives?

12

13

14

No. Staff relies on the Company's representation of these costs for the purpose of this

analysis except that Staff assumes a 20-year life for the central plant instead of the

Company's 40-year life.

15

16

17

Q- What are the results of StamPs analysis?

Staff determined that the revenue requirements as shown below:

18

19

20 Revenue Requirements
Central Treatment

$ 506,996
Point fUse
S 455,547

21

22

23

24

25

Staff also notes that the amounts reflected in the above analysis indicate that the annual

operating expenses are higher for the point of use system and would theoretically be

subject to a greater amount of volatility. Further,the net plant value of the central plant is

at its maximum at the outset and subsequently decreases over its useful life. Thus, the

A.

A.

6 Rebuttal testimony of Jeffrey W. Stuck, February ll, 2009, Page 3 line 3.
7 Rebuttal testimony of Jeffrey W. Stuck, February 11, 2009, Page 4 lines 4-5.
8 Rebuttal testimony of Jeffrey W. Stuck, February 11, 2009, Page 4 line 9.

A.
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1

2

3

value of the rate base portion of the revenue requirement will decrease over time. In

contrast, the point of use system will require replacement after 10 years and the rate base

portion of the revenue requirement will be adjusted to the iiuture cost.

4

5 Q- W hat  i s  t he  pur po s e  o f  S t affs  f inanc ia l  analy s i s  o f  t he  ar s e nic  t r e at me nt

6 alternatives?

7

8

9

Staff is presenting this analysis for information purposes only. Staff is not recommending

that the Commission direct the Company to choose either alternative. The Company

should make a decision based on a comprehensive analysis that include quantitative and

10 qualitative factors.

11

12 Q- Does this conclude your testimony on this topic?

13 Yes, it does.

14

15 Q- Does this conclude your Surrebuttal Testimony?

16

A.

A.

A. Yes, it does.



ATTACHMENT A

Gerald Becker

From: Thomas.Broderick@amwater.com

Sent: Tuesday, November 04, 2008 3:24 PM

To: Gerald Becker

Cc: Linda.Gutowski@amwater.com

Subject: Plant additions follow up to DR13

Gerry,

We have at last (nearly) completed our internal review of the projects (DR 13) in Mohave and Agua Fria that
lacked adequate support and we respond as follows:

Mohave Sewer:

If Staff recommends removal of Mesa Vista ($182k) and Sage Hill Tract ($147k) from plant in service and
associated AIAC and depreciation expense, the Company will accept that recommendation because we do lack
the supporting information for these projects.

Mohave Water:

For Villages at Stonebridge ($242k) and Winterhaven Estates ($177k), same as above.

For Mira Monte Fox Creek, the detail exists and will be provided to you as soon as we receive it from the
developer. If we don't provide you this information before the hearing, we again would accept removal as per
above.

Agua Fria Water:

For Clearwater Farms ($1 .7 m), Linda has the supporting detail and you will shortly be provided it.

For Rancho Cabrillo ($1.2 m), the detail exists and we are waiting on it from the developer. We already have a
lot of invoices for the off-site portion of this project, but its the on-site portion you indicated. If we don't provide
you this information before the hearing, we again would accept removal.

We have not started refunding on any of these projects and if the Commission accepts a staff recommendation to
remove, we would take the position with the developer(s) that we don't owe them any refunds otherwise due.

I think its understood that if we can later obtain supporting documentation as part of a future rate case, the
affected project can be restored for ratemaking purposes.

Tom

3/3/2009

ml I
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ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LlNE
n o. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

$ 96,976,395 $ 96,976,395 $ 59,516,712 $ 59,516,712

$ 2,601 ,288 $ 2,601,288 $ 2,819,140 $ 2,819,140

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1) 2.68% 2.68% 4.74% 4.74%

4 Required Rate of Return 8.40% 8.40% 7.34% 7.34%

$ 8,146,017 $ 8,146,017 $ 4,368,527 $ 4,368,527

$ 5,544,729 $ 5,544,729 $ 1,549,387 $ 1,549,387

5 Required Operating Income (L4 * L1)

6 Operating Income Deficiency (Ls - LE)

7 Gross Revenue Conversion Factor 1 .6578 1 .6578 1.6513 1.6513

8 Required Revenue Increase (LE ' L6) $ 9,192.198 $ 9,192,198

9 Adjusted Test Year Revenue s 18,818,613 $ 18,818,613 $ 18,818,613 s 18,818,613

$ 28,010,811 $ 28,010,811 $ 21 ,377,068 $ 21 ,377,068

48.85% 48.85% 13.60% 13.60%

10 Proposed Annual Revenue (Ls + LE)

11 Required Increase in Revenue (%)

12 Rate of Return on Common Equity (%) 10.75% 10.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Staff RecommendedTest Year
AF Water

s
s
s

18,818,613
15,4207780

1,B98_583
s

6.96B0°/=
s

6.9680%
s 1,499,250

6.966098
s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

104.468
1,394,783

7,soo
6.250
8.500

91 ,650
360.326
474,226

s s s 578.694

s
$
$

21 ,377,0G8
15,455 era

1,89B,583
$ 4,022,637

6.9680%

AF Water

s
S
s

21,377,068
15,455,848

1,898,583
s 4,022,638

a.se8o%
280,297

3,742,341
7,500
6.250
a,500

91,650
1,158,496
1,272,396

s
s
s
s
$
$
s
s

s
s
s
s
s

1 ,552.693s s s 1 _552,893

s
AF Water
59,516,712

3.1900%
s 1 ,a9s,58a

ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D) [EI [F ]LINE
M DESCRIPTION

1
2
3
4
5
e

Calculation of Gross Revenue Conversion Factor.
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 .  L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . LE)
R evenue Conversion Factor (L1 I LE)

100D000°/a
DODO0%

100DOOD%
39944D5%
60.5595%
1 5 5 1 2 6 9

1 0 0 0 0 0 0 %
3a 59e 9v .
61 .4011%

0 0 0 0 0 %

7
a
9
l o
11

Calculation of Uncol lectible F actor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Una;o\\ectiDle Rate
Uncollectible Factor (LE " L10 ) 0.0000%

100.0000%
5.9SBO%

93.0320%
34.0D00%
31 6309%

1 2
1 3
14
1 5
16
1 7

Calculation of Efiecll l le Tax Rafe:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L1el 38.5989%

1000000%
3B 5989%
61 .4011 %

1 ,3707%
0.a416%

Calculation of Enwedive Propertv Tax Factor
1 B  Unit y
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (GTM-14, L24)
22 E f fect ive P roper ty Tax Fodor  (L20* l21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 3 9 4 4 0 5 %

s
$

4,358,527
2,819,140

2 4
25
2 5

Required Operat ing Income (Schedule GWB-1, Line 5)
AdjustedTest Year Operat ing income (Loss) (Sdledule GWB-10, Line 28)
Required Increase in Operating Income (L24 - L25) s 1 ,549,3B7

$
s

1 ,552,B93
57B,694

27 Income Taxes on Recommended Revenue (Col.  (F ) .  L52)
2B lnoome Taxes on Test  Year Revenue (Col.  (C).  L52)
29 Required Increase in Revenue to Provide for Income Taxes ( l27 .  L2B) $ 973,999

s 21,377,068
0.0000%

s
$

3 0
31
32
3 3
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollect ible Rate (Line 10)
Uncollect ible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollect ible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. s

s
s

838,140
803,072

35
36
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Col A, L16)
Increase in Property Tax Due to Increase in Revenue (L35-L35) s

38 Total Required Increase in Revenue (L26 + L29 + L37) s

35.068

2,558,454

:Ax r m (C) (D) IE] [F I

3 9
4 0
41
4 2
4 3
4 4
4 5
4 6
4 7
4 8
4 9
50
51
52

s
$
s
s
s
s
s
s

280,297
3,742,340

7,500
s, 250
a,50o

91,650
1,158_496
1.272.396 I

Calculation of Income Tax:
Revenue (Sch GWB-1,  Col.  [C]  LE & 10)
Operat ing Expenses Excluding Income Taxes
Synchronized Interest (L56)
Arizona Taxable Income (L39 - L40 - L41 )
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Bracket (SI . $50,D00) @ 15%
Federal Tax on Second Income Bracket ($5D,001 - $75_D00) @ 25%
Federal Tax on Third Income Bracket ($75_0D1 - $100,D00) @ 34%
Federal Tax on Fourth Income Bracket ($100_DD1 _ $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,D01 -$10_00D,000) @34%
Total Federal Income Tax
Combined Federal and Stale Income Tax (L44 + L51 )

I
53 Applicable Tax Rate 34.0000%

5 4
55
56

Calculation of Interest Svnchmnization:
Rate Base (Schedule GWB-3, Col. (C), Line 17)
Weighted Average Cost of Debt
Synchronized Interest (L45 X L46)
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Schedule GWB-3
S U R R E B U TTA L

RATE BASE _ ORIGINAL COST

(B) (C)
STAFF

A S
A D JU S TE D

LINE
no.

(A )
C O M PAN Y

A S
FILED

STAFF
ADJUSTMENTS

1 $
$

$  2 0 7 , 7 8 2 , 2 0 5

2
3

Plant in Service
CWIP in Rate Base
Less: Accumulated Depreciation
Net Plant in Service

$ 211,145,154
$ 25,000,000

20,033,433
$ 216,111,721 $

(3,362,949)
(25,000,000)

(7,532)
(3,355,417)

20,025,901
$ 187,756,304

LESS."

4
5
6

Contribut ions in Aid of  Construct ion (CIAC)
Less:  Accumulated Amort izat ion

Net  CIAC

$ 29,706,550
1,435,287

28,271,263

$ $ 33,138,836
1,435,287

31,703,549

7 Advances in Aid of  Construct ion (AIAC) 98,233,813

3,432,286

3,432,286

(1 ,189332)

2,268,167

97,043,981

2,268,167

796,965

8 imputed Reg AIAC

9 Imputed Reg CIAC 796,965

1 0 Deferred Income Tax Credi ts (Debi ts)
Customer Meter Deposi ts
ADD.-

(2,839,311)
19,040

(2,839,311)
19,040

11 1 ,409,860 (1 ,272,529)

12 214,929

137,331

214,929

192,13913 192,139

14

15

Cash Working Capi tal

Prepayments

Suppl ies Inventory

Projected Capi tal  Expendi tures

Deferred Debi ts 3,529,517 (3,321,116) 208,401

1 6 Purchase Wastewater Treatment  Charges

1 7 Original  Cost Rate Base $ 96,976,395 $ (12,459,683) $ 59,516,712

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



J#
1
z
3
4
§

References:
Schedule GWB~5
Schedule cwa-s
Schedule GWB-7
Schedule swe-a
Schedule GWB-SA
Schedule GWB~9B
Schedule GWB-SC
Schedule GWB-9D

Plant, Accumulated Depreciation and AIAC
Working Capital
lmpulea Reg AIAc
Deferred Deans
Wake Tanks CWIP Adjustment
Pos: Test Year Plarn
Overcapaclty of Arsenlc Trealment Plant
CIAC/AlAC in CWIP

§
z
8

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2001

LINE
no.

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
1 B
19
20
21
22
23
24
25
26
27
CB
ZN
30
31
32
33
34
35
36
37
as
39
40
41
42
43
44
45
45
47
4B
49
50
51
52
53
54
55
56
57
58
59
60
61
so
63
64
65
es
67
CB
69
70
71
72
73
74
75
75
77
pa
79
to
B1
B2
83
BE
85
86
87
BB
BE
90
91
92
93
94
95
95
57
98
99
100
1o1

& 9 2 ;
Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
CWIP in Rate Base
Deferred Debits
Original Cost Rate Base

POST TY PLANT
swoon Dist Resewolvs & Standpipe
331400 TD Mains Bin and Gnr.

CORPORATE ALLOCATION
304620 Mum 0 Imp Leasehold
340100 Office Furniture & Equip
340200 Comp 5 Periph Equip
340300 Computer Software
340300 Computer Software~Dther
343000 Tools,Shop,Garaga Equip
346100 Comm Equip Non-Tedephone
346300 Comm Equip Other

LESS;
Contributions in Aid of Construction (CIAC)

Les: Accumulated Amortization
Ne! CIAC (Lea . LS4)

Advances in Aid of Construction (AIAC)
Imputed Reg Advances
Imputed Reg CIAC
Deferred Income Tax Credits (Debits)
Meter Deposits

Total Plant In Sswin

cwlp In Rl\b Bane
Accumulated Depreciation
Net Plant in Service (LSB » L 59)

REALLOCATION FROM CQRPORATE
307000 Wells a Springs
310100 Power Generation Equip Dlher
311200 Pump Equip Electric
320100 WT Equip Non-Meiila
339300 Other PIE Misc
340200 Comp s Perish Equip

PLANT IN SERVI CE

ACCT.
NO.

301000 Organization
302000 Franchises
303200 Land & Land Riggs SS
303300 Land 8  Land Riggs P
303400 Land 8 Land Rights WT
303500 Land & Land Riggs TD
303600 Land s Land Rights AG
304100 Struck & Imp SS
304200 Struck s Imp P
304300 SIILICI & Imp WT
304400 Struck & Imp TD
304500 Slruct s Imp Off ices
304B00 soon & Imp M isc
305000 Collect & Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electr ic
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 wT Equ ip  n0n-u l=a i :  '
330000 Dis! Reservoirs a Slandpipg
331001 TD Mains not Classified to Size
331100 TD Mains min s Less
331200 TD Mains Gin to Bin
331300 TD Mains 10in to 16in
331400 TD Mains Bin and Grtr .
332000 Fire Mains
333000 Services
334100 Meters
334200 Meter Installations
335000 Hydrants
3391 DO Dther P/E Intangible
339300 Other PIE Misc
339500 Other PIE TD
340100 Office Furniture & Equip
340200 comp s Per ish Equip
341100 Trans Equip u Duty Tr is
341200 Trans Equip Hvy Duty Tris
342000 stores Equipment
343000 Teals,Shap,Garage Equip
344000 Laboratory EquipmeM
345000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346300 Comm Equip Other
391100 Computer Equipment

304400 Sirud 5 imp TD
331200 TD Mains Sin to Bin
331300 TD Mains 10in to 16in
345190 Remote Control 5 MstrumeMation

DESCRIPT ION

3,529,517
s  96 ,976 ,996

211.145.154
s 25000 ,000

20033_433
$216 111,721

s 29 ,705,550
1,425,287

28,271,263
98,232,813

[A]
COM PANY
As  F IL ED

11,874,350
528,545

21,155,159
11,572

1,271,551
9,499,933
9,713,171
5,770,217

21,371,152
31,229,478
27,2B4,414
13,774,400

89,876
11,273,032
4,555,830
1,583,275

11,793,410

795,965
(2,B39,311)

19,040

1,647,404
399,361

1 4D9, B60

30,559
1,452,701

390,585

9,0DB963
4 8 3 6 ,8 5 5
1,1B2,01D
3,550,952

1 7 3 2 8 4

1,229
321,997

1,429,017
(28,462)

624,652

192,139
214,929

4a_sso
241,927

9B,398
3B7_190

10,057
8.270

40.019
1,054

s , s s s
15,127
52.598

218,139
212.320

a m s

192,154
205,285
748,152

21,876

s2 ,ss4
74,674

2aQ,ss1

a,so8

s

{7 5 3 2 \
s [1l1B2,3DD}

s

(1,1B9,B32l

(1_189_832)

l1,1a9,s32)

[Bl

ADJ # 1

7 532. $ ( 1 2 7 1 5 2 9 )

s

s

(1,272,529)

[cl

ADJ #2

s

s

s

s

[01

ADJ # 3

{2.268.167l

2,256,167

s

s

s

[ E l

ADJ # 4

(3,321_115)
43.321.1161

12.04769
s (25,000_0001

s  (2 7 ,0 4 5 ,7 S5 )

s  f2?_o4s,7es1

s

s

[E]

ADJ #sa 6

(1,641.404)

(3 9 9 3 5 1 )

s f126 3521

s

s

s (126,352)

IF ]

ADJ # 7

(126,352)

(126,352)

s

s

s  3 ,432 ,255

3,432,285

[GI

ADJ # a

Schedule GWB-4
SURREBUTTAL

g .

s
$
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

s

s

[F]
STAFF

ADJUST ED

207,782,205

2 0 ,0 2 5 9 0 1
1a1_7se..3o4_

11,874.350
828,646

21,166,169
11,872

1_271_5§1
9,373,581
8,065,767
5,719,217

21,371,152
31 ,3z9,47a
26.094,s82
13,375,039

89,576
11,273,032

4 ,sss ,sao
1,5B3,276

11,793,410

208,401
59,515,713

33,135.535
1,435,257

31,703,549
97,043,981

2,265,167
795,965

(2,B39,311)
1 9 0 4 0

9,0081953
4B38,B5S
1 1 6 2 0 1 0
3,550,952

173,284

1,$471404
395,351

1,229
321.997

1,429,017
(2B,462)
524,652

30,559
1,462,701

399,585

192,154
2os ,zas
748,152

21,675

4 s ,sso
241,927

98,395
387,190

1 0 0 5 7
a ,27o

40,019
1,o54

92,854
74,674

202,557

e ,a s5
15,127
52,898

215,139
21z ,a20

5.015

192,139
214,929

137,331

a_sos

' Company described asset as WT Equip non-media however per engineering report it should be Water Treatment Equipment-Media (which is for arsenic treatment plant).

s



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B]

LINE
no .

ACCT
no . Description
331.10 Mains 10" to 16"

Mains 10" to 16" Accumulated Depress.
AIAC

[A]
COMPANY

AS
FILED
1.189,832

(7,532)
1,189,832

STAFF
ADJUSTMENTS

(1 ,189,832)
(7,532)

(1 ,189,832)

[C]
STAFF

AS
ADJUSTED

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

S c hed u le  G WB - 6
S U R R E B U T T A L

R A T E  B A S E ADJUS T M E NT  #2  .  WO RKI NG C A P I T A L

[A] [81 [D] [E]

L lN E
n o . DE S CRIP T IO N

C O M P A N Y
T E S T  Y E A R

A S  F ILE D

S T A F F
T E S T  Y E A R

A D J U S T M E N T S

[ C]
S T A F F

T E S T  Y E A R
A S

A D J U S T E D
L E A D IL A G

D A Y S
D O L L A R

D A Y S

$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
s
$

1, 440, 677
901,467

1,954,B15
1,121 ,555

(870)
2, 775, 604

396,645
240,413

64,012
158,153
370,806

63,217
161,107
787,967
591 ,329
803,071
128,923

(138, 756)

$ 1 , 440 , 677
901,467

1 , 954 , 815
981,930

(870)
2, 775, 604

396,645
240,413

64,012
15B,153
370,806

63,217
161,107
787,967
121,761
83B,140
128,923

1, 552, 693
1 , 898 , 583

14 , 836 , 043

12.00
86.87
3 2 4 2
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00

7.45
(10.58)
30.00
30.00
30.00

212.50
15.65
42.04

106.52
764.73

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

17, 288 , 126
78, 310, 438
63, 375, 087
27, 955, 547

(25,100)
(10,769,344)

(1 ,840,431)
10, 818, 593

1 , 920 , 360
7, 116, 885
2,766,213

(675,158)
4 , 833 , 210

23 , 639 , 000
3, 652, 820

178, 104 , 847
2, 017, 649

65, 275, 227
202, 237 , 075
676, 000 , 045

Labo r
P ur c has ed  Wat e r
F ue l &  Power
C h e m ic a ls
Was t e  D isposa l
M anag em ent  F ees
G r oup  Ins ur anc e
P ens ions
Reg u la t o r y E x pens e
insurance O t her  T han G roup
Cus t omer  Account ing
R e n t s
G enera l O f f ice  Expense
M is c e llaneous
Main t enance Expense
Taxes O ther  Than lnoome-Proper t y Taxes
Taxes  O ther  Than Income-O ther
Incom e T axes
Interes t
T o t a l O p erat i n g  Exp en ses 11,B20,135

1,B98,583
1 ,898,583

1
2
3
4
5
6
7
8
g

10
11
12
1 3
14
15
16
17
1 8
19
20
21
22
23
24
25
26
27
z a
29
30
31
32
33
34
35
36

E x pens e  Lag
R e ve n u e  L a g
Net  Lag
Staf f  Ad justed  Expenses
Cash Work ing  Capi t a l
Com pany A s  F ie ld
Staf f  Ad justment

Line 21,  Col.  (E) I Col [C]
C o m p a n y W o r k p a p e r s
Line 24 -  23
Line 20,  Col 35
Line 25 *  L ine 26/365 d a;
Co Sched u le  B -5
T o  G WB - 4

45 . 56
48 . 943

3. 38
14, 836, 043

137, 331
1, 409, 850

(1 ,272,529)

Ref erences :
Column [A ] :  Company Sched ule C-1
Column [B] :  S taf f  ad jus tments  to expenses,  See Test imony GWB
Column [C] :  Column [A ]  +  Column [B ]
Column [D] :  Expense Lag s  Used  on Docket  WS-01303A-06-0403,  approved  in  Dec is ion No.  70372
Column [E ] :  Column [C]  *  Column [D]



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 .. IMPUTED REGULATORY AIAC

[C] (D)
ClAC

REMAING
BALANCE

CIAC
AMORTIZED

[A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
2007

IB]

ADVANCE
AMOUNT

$ 27,3B5,370 $

$ 27,385,370

4,051,534
4,213.134
4,213,134
4,213,134
4,213,134
4,213,134

$25,117,203 $

27,385,370
23,333,836
19,120,702
14,907,568
10,694,434
6,481 ,300
2,268,167
2,288,167

LINE
N O DESCRIPTION

1 Beginning Balance Per Decision NO 67093
2 None
3 None
4 None
5
5
7
8
g
10

None
Per Staff
Company Proposed imputed Reg, AIAC
Staff Adjustment $ $ 2,268,167

REFERENCES;
Columns [A]: Fiscal Years
Column [B]; Beginning Balance per Decision No. 57093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY o AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, z001

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[8]

2007

LINE
MCL DESCRIPTION

1 At December 31, 2007
2 $

[A]
COMPANY

AS
FILED
3,529,517
3,529,517

STAFF
ADJUSTMENTS

(3,321,116)
(3,321,116) $s

[C]
STAFF

AS
ADJUSTED

208,401
6,850,633

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [CI: Annual Amortization of Col [B] using 6.5 year recovery period per Decision no. 67093
Column [D]: CIAC per Decision No. 87093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 A
SURREBUTTAL

RATE BASE ADJUSTMENT #5 . WHITE TANKS PLANT IN CWIP

[Bl [C]
STAFF

AS
ADJUSTED

ACCT
NO. Desoriotion

White Tanks Plant in CWIP $

[A]
COMPANY

AS
FILED

25,000,000

STAFF
ADJUSTMENTS
$ (25,000,000) $

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 B
SURREBUTTAL

RATE BASE ADJUSTMENT #6 . POST TEST YEAR PLANT

[Bl

ACCT

[C]
STAFF

AS
ADJUSTEDN  .

330000
331400

Description
Dist Reservoirs
Dist Reservoirs & Standpipe

$

[Al
COMPANY

AS
FILED

1 ,e47,404
399,361

2,046,765

STAFF
A_DJUSTMENTS
$ (1,647,404)

(s9s,se1 )
(2,046,765)$

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-DB-0227
Test Year Ended December 31, 2007

Schedule GWB-9 C
SURREBUTTAL

RATE BASE ADJUSTMENT #1 . OVERCAPACITY OF ARESENIC TREATMENT PLANT

[A]
COMPANY

AS
FILED

9,499,933

[8]

ACCT
no,

320100
Description

VVT Equip Non-Media

STAFF
ADJUSTMENTS
$ (126,352)

[Cl
STAFF

AS
ADJUSTED

$ 9,373,581

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB and Dorothy Hains
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 D
SURREBUTTAL

RATE BASE ADJUSTMENT #8 - CIAC ON CWIP

[B]

ACCT
NO. Description

IA]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

[C]
STAFF

AS
ADJUSTED

CIAC 28,271,263 $ 3,432,286 $ 31,703,549

References:
Column [A]: Amounts included Per filing,
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2oo1

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

[Al [Bl [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 17,913,497
905,117

$ $ 17,913,497
905,117

$ 2,558,455 $ 20,471 ,951
905,117

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 18,818,613 $ $ 18,818,613 s 2,558,455 $ 21,377,068

$ $ $

(139,625)

(469,568)
(326,109)

1,440,677
901 ,467

1,954,815
981,930

(870)
2,775,604

396,645
240,413
64,012

158,153
370,806
63,217

161,107
787,967
121,761

4,071 ,081
838,140
128,923

1,552,693

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
Taxes Other Than income-Property Taxes
Taxes Other Than Income-Other
income Taxes

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,440,677
901 ,467

1,954,815
1,121 ,555

(870)
2,775,604

395,645
240,413
64,012

158,153
370,808
63,217

161,107
787,967
591,329

4,397,190
803,071
128,923

(138,756) 717,449

1,440,677
901 ,467

1,954,815
981,930

(870)
2,775,604

396,645
240,413
64,012

158,153
370,806
63,217

161,107
787,967
121,761

4,071 ,081
803,072
128,923
578,694

35,068

973,999

1,009,067
1,549,387

17,008,541

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Total Operating Expenses
Operating Income (Loss) $

16,217,325
2,501 ,288 $

(217,853)
217,853 s

15,999,474
2,819,140 $

s 4,368,527

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)

l ll Lu al I I II lll\ll l



References:
GTM 12
GTM 13
GTM 14
GTM 15
GTM 18

ADJ #
1 Tank Maintenance
2 Depreciation Expense
3 Chemicals Expense
4 Property Taxes
5 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . AGUA FRiA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Sun'ebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depreciation Exp.

ADJ #2

[D]
Chemicals

ADJ #3

[E]
Property Taxes

ADJ #4

[F]
Income Taxes

ADJ #5

[G]
STAFF

ADJUSTEDLINE
no. DESCRIPTION

$ 17,913,497
905,117

s s $ $ s $
$
s
$

17,913,497
905,117

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues
6
7

$ 18,818,613 $ $ $ $ $ 18,818,613

$ $ $ $ $ $

(139,€25)

(469,568)
(326,109)

1

1,440,677
901 ,467

1,954,815
981,930

(870)
2,775,604

396,645
240,413
64,012

158,153
370,806
63,217

161 ,107
7B7,967
121,761

4,071,081
803,072
128,923
578,694

1,440,677
901,467

1,954,815
1,121 ,555

(870)
2,775,604

395,545
240,413
64,012

158,153
370,806
63,217

161,107
787,967
591,329

4,397,190
803,071
128,923

(138,756) 717,449

a Labor
9 Purchased Water

lo Fuel & Power
11 Chemicals
12 Waste Disposal
13 Management Fees
14 Group Insurance
15 Pensions
16 Regulatory Expense
17 Insurance Other Than Group
18 Customer Accounting
19 Rents
20 General Office Expense
21 Miscellaneous
22 Maintenance Expense
23 Depreciation & Amortization
24 Taxes Other Than lncomeProperty Taxes
25 Taxes Other Than Income-Other
26 Income Taxes
27
28
29 Total Operating Expenses
30 Operating Income (Loss)

$ 16,217,325
$ 2,601,288

$
$

(459,568)
469,568

$
$

(326,109)
326,109

$
$

(139,625)
139,625

$
$

1
(1)

s 717,449
$ (717,449)

$
s

15,999,474
2,819,140



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-D8-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-12

OP E RAT I NG I NCOM E  ADJUS T M E NT  #1  -  T ANK M AI NT E NANCE  ACCRUAL

L I NE
N O . DE S CRI P T I ON

[A]
C O M P A N Y
P R O P O S E D

[B]
S T A F F

A D J U S T M E N T S

[C]
S T A F F

R E C O M M E N D E D

1 Maintenance Expense $ 591, 329 $ (469, 568) $ 121, 761

Repai r  and Maintenance Expenses
Calendar  year  2005
Calendar  year  2006
Calendar  year  2007

Total  for three year period
Normal izat ion Per iod

Normal i z ed  Amount

58,559
153,213
153, 510
355, 282

3
121, 761

Ref erenc es :
Co lumn (A ) ,  Company  S c hedu le  C-1
Column (B ) :  Tes t imony  GTM
Column (C):  Column (A)  + Column (B)



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31. 2001

Sun'ebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LiNE ACCT_
no. n o . DESCRIPTION

[A]
PLANT

BALANCE

[9]
DEPRECIATION

RATE

[c]
DEPRECIATION

EXPENSE

SERVICE:
1,229

321 .997
1,429,017

(28,462)
624,652

9,008,963
4,836,856
1,162,010
3,550,952

173.284

225,224
80,775
19.406
59,301

8.023

11_874_350
82s.646

21 ,166.169
11,872

1,271 ,551
9,499,933
8,065,767
5,110,217

21 .371 .152
31 ,32s.47e
26,094,582
13,375,039

B9.575
11,273,032
4,666,830
1.583.276

11,783,410

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.59%
1.67%
1.67%
1.67%
4.63%
0.00%
2.50%
3.33%
4.42%
4.42%
4.42%
4.42%
5.00%
1.67%
1.53%
1.53%
1.53%
1.53%
2.00%
2.00%
2.48%
2.51%
2.51%
2.00%
0.00%

395,416
36.526

935.545
525

56.203
474,997
134.598

87,366
325,978
479,341
399,247
267,501

1,798
279,571
117. 137
39,740

235,858

92,864
74,574

202,657

2-,752
7.457

40,531

1
2
3
4
5
s
7
a
9
10
11
12
13
14
15
i s
17
LB
19
t o
21
2
23
24
25
26
21
28
29
30
31
32
33
34
35
as
37
38
39
40
41
42
pa

asoa 346

44

PLANT IN
301000
302000
303200
303300
303400
303500
303500
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339300
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300
391100

Organization
Franchises
Land & Land Rights SS
Land A Land Rights P
Land & Land Rights WT
Land & Land Rights TD
Land & Land Rigiits AG
stem a imp as
strum a Imp P
strict & Imp WT
Strict 6 Imp TD
stria a Imp Offices
Struck a Imp Misc
Collect & impounding
Wells 5 Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
Water Treatment Equipment non~rnedie '
Dis! Reservoirs a Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Sin Io Bin
TD Mains ODin to Bin
TD Mains Bin and Grtr.
Fire Mains
Services
Meters
Meier Installations
Hydrants
Other PE Intangible
Other P/E Misc
Other P/E TD
Office Furniture & Equip
Comp & Perish Equip
Trans Equip u Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,shop_Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Cider
Computer Equipment

ao,ss9
1 ,46Z,701

390.585

4.04%
10.00%
20.00%
15.00%
3.92%
402%
3.71%
5.20%
10.30%
4.93%

1 ,sos
150,658

19.255

POSTTY PLANT
330000 Dist Reservoirs 8. Standpipe
331400 TD Mains Bin and Gnr.

1 _647,404
399,361

157%
2.00%

27,512
7.987

304400
331200
331300
345190

Strict & Imp TD
TD Mains Sin to Sin
TD Mains 10in to 16in
Remote Control & Instrumentation

192.154
2as_2ae
748,152

21 ,676

157%
153%
153%
4.93%

3.209
3,141

11 ,441
1,059

CORPOR
304520
340160
340200
340300
340300
343000
a4s1oo
346300

A TEAu.ocA TTON
Struck & Imp Leasehold
Office Fumltura & Equip
Comp L Perish Equip
Computer Software
Computer Software-othar
Tools,shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Othsf

48,860
241 ,927

98,398
387,190
10,057

8,270
40,019

1 ,054

14.28%
4.04%

10.60%
25.00%
25.00%

4.02%
10.30%
4.93%

6.977
9,114
9.840

96,798
2,514

332
4,122

52

229
669

2.338
15,401

REALLOC
307000
310100
s11200
s zo wo
339300
340200

ATION FROM CORPORATE
Wells & Springs
Power Gansraiinn Equip Other
Pump Equip E\ectric
WT Equip Non~Medin
Other PIE Misc
Comp & Periph Equip

e,aa5
15,127
52,898

218,139
212,320

5,078

3.33%
4.42%
4.42%
7.06%
0.00%

10.G0% sos

Total Plan! In Sewlea 207,908,557 2.45% 5,088.803

301000
302000
303200
303300
303400
303500

1,229
321 ,997

1 ,429.011
(28,462)

624.s52

u.oov.
0.00%
0.00%
0.00%
0.00%
0.00%

s 205,560,124 s 5,088,803

248%

s 33,138,836

(197,344)
s (820,378)

4,071 ,081
4,397 190

(326,109)

s

45
45
47
48
49
so
51
52
53
54
55
56
57
58
59
SO
so
62
SO
64
55
66
57
as
SO
7D
71
72
73
74
75
vs
77
78
79
80
81
82
BE
84
85
BG
87
BB
BE
90
g1
92
93

Less Non Depreciable Plant
Organization
Franchises
Land & Land Rights as
Land s Land Rights P
Land & Land Rights WT
Land & Land Rights TD
Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rats
Less
Amortization of Regulaiory CIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

Col A
Col B
Col C

References:
Schedule GWB»4
Proposed Rates per Staff Engineering Report for Non Allocated PlarN
Col III limes Col 181 l



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Surrebut ta l  Schedule GTM-14

OP E RAT I NG I NCOM E  ADJUS T M E NT  #3  -  CHE M I CAL  E X P E NS E

L I NE
n o . DE S CRI P T I ON

[A]
C O M P A N Y
P R O P O S E D

[C]
S T A F F

R E C O M M E N D E D

1 Chemica ls $ 1 , 121, 555

[B]
S T A F F

A D J U S T M E N T S

$ (139, 625) $ 981 ,930

References :
Co lumn (A ) ,  Company  Sc hedu le  C-1
Column (B):  Tes t imony  GTM,  GTM-8.12
Column (C):  Column (A) + Column (B)



STAFF
RECOMMENDED

LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-15

OPERATING ADJUSTMENT #3 » PROPERTY TAX EXPENSE

[Al [B]

$ 18,818,613
2

37,637,226
18,818,613
56,455,840

3
18,818,613

2
37,687,226

1,422,630

$ 18,818,613
2

37,637,226
21,377,068
59,014,294

3
19,671 ,431

2
39,342,863

1,422,630

39,059,856
0.23

8,983,767
8.94%

803,072
803,071

1

40,765,493
0.230

9,376,063
8.94%

$
$
$

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

838,140
803,072

35,068

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

$
$

35,068
2,558,455
1.37067%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8
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ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut tal  Schedule GTM~16

OPER A T I N G I N C OM E A D JU ST M EN T  #4  -  I N C OM E T A XES

LINE ACCT
NQ no.

[ 8 ]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1

D ESC R I PT I ON

I nc om e T ax es $ (138,756)

[ A ]
C O M P A N Y
P R O P O S E D

s 717, 449 $ 578,694

References :
C o lumn (A) ,  C ompany  Schedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-
GWB-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE .. ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1 - WORKING CAPITAL
6 RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC
7 RATE BASE ADJUSTMENT #3 .. DEFERRED DEBITS
8 RATE BASE ADJUSTMENT #4 - OVERCAPACITY ARSENIC TREATMENT PLANT
g RATE BASE ADJUSTMENT #5 - TRANSFER OF PLANT TO MOHAVE WATER

PA RATE BASE ADJUSTMENT #6 - AIAC IN CWIP
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 .. PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE
16 OPERATING INCOME ADJUSTMENT #5 - CHEMICALS EXPENSE



s 381,731381,731ss (815,804)

ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
n o. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

$ $ $ $

$

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1 )

$

4.221,474

(131,419)

~3.11%

$

4,221,474

(131,419)

-3.11%

$

3,791 ,385

31,245

0.82%

3,791 ,385

31 ,245

0.82%

4 Required Rate of Return 8.40% 8.40% 7.34% 7.34%

5 Required Operating Income (L4 * L1)

6 Operating Income Deficiency (L5 - L2)

7 Gross Revenue Conversion Factor

$

$

354,604

(486,023)

1.5785

$

$

354,604

486,023

1 .6785

$

$

278,288

247,042

1 .5452

$

$

278,288

247,042

1.5452

8 l$ 815,804 I 1

9 $

$

$

$

$

$

$

$10

1,026,586

210,782

~79.47%

1,026,585

210,782

79.47%

1,026,586

1,408,317

37.18%

1,026,586

1,408,317

37.18%
11

12

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (Ls + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.50% 11.50% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



ARIZONA-AMERICAN WATER COMPANY .. HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C)LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor:
Revenue
Unoollecible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and Slate Income Tax and Property Tax Rate (Line 23)
Subtotal (LE - L4)
RevenueConversion Factor (L1 l Ls)

100.0000%
0.0000%

100.0000%
35.2836%
64,7164%
1545204

100.0000%
34.3479%
S5.6521%
0.0000%

7
8
9
10
11

Calculation ofUncollecftible Faction
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (Le * L10 ) 0.0000%

100.0000%
6.9680%

93.0320%
29.4306%
27.3799%

12
13
14
15
18
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16) 34.3479%

100.0000%
34.3479%
65.6521%

1.4253%
0.9357%

18
19
20
21
22
23

Calculation of E#ecfive Pronerfv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L1B-L19)
Property Tax Factor (GTM-14, L24)
Effective Property Tax Fader (L20*L21)
Combined Federai and State income Tax and Property Tax Rate (L17+L22) 35.2836%

$
$

278,2B8
31 ,245

24
25
26

Required Operating Income (Schedule GWB-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule GWB-10, Line 27)
Required increase in Operating Income (L24 - L25) $ 247,042

$
$

90,400
(38,847)

27
2B
29

Income Taxes on Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L2B) $ 129,248

$ 1 ,408,317
0,0000%

$
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule GWB~1, Line 10)
Uncollmiible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. $

s
s

491625
44,1a4

35
38
37

Property Tax with RecommendedRevenue (GTM-15, 20)
PropertyTax on Test YearRevenue (GTM-15, Cd A, L1B)
Increase inProperty Tax Due to Increase in Revenue (L35-L38) s 5.441

38 Total Required Increase in Revenue (L26 + L29 + L37) $ 3B1,731

Revenue (Sch GWB-1, Col. [C] LE & 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L56)
ArizonaTaxable Income (L39 - L40 - L41)
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Bracket ($1 - $50,00D) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,D00) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and Slate Income Tax (L4»4 + L51)

Staff Adj. Test Year Staff Recommended
s 1,026,586 s 1,408,317
s 1,034,188 s 1,039,629
s 120,945 $ 120,945
s (128,547) $ 247,743

6.9S80°/o 6.9680%
(9,957) s 17,263

(119,590) $ 230,480
(7,500) s 7,500
(6,250) $ 6,250
(8,500) $ 8,500
(7,640) $ 50,888

. $ .
(29,890) $ 73,138
(38,847) s 90,400

$
s
$
$
$
s
$
$
$

29.43%

Applicable Federal lnoome Tax Rate

$ $

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
St

Calculation of Interest Svnchronization:
Rate Base (Schedule GWB-3, Col. (C), Line 18)
Weighted Average Cost of Debt
Synchronized Interest (L45 X L46) s

3,791,385
3.1900%
120,945 $

3,791 ,385
3_1900%
120,945



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$
$
$

9,837,304
1,327,687
8,509,617 $

(865,017)
(45,790)

(819,227) $

8,972,287
1,281,897
7,690,390

LESS;

4
5
6

Contributions in Aid of Construction (CIAO)
Less: Accumulated Amortization

Net CIAC

58 1,361,843
6,753

1,355,090

$ $ 1,372,488
6.753

1,365,735

7 Advances in Aid of Construction (AIAC) 3,217,334

10,645

10,645

(656,267)

34,679

2,561,067

34,6798 Imputed Reg AIAC

9 Imputed Reg CIAC 113,427 113,427

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD.-

(131,385)
512

(131,385)
512

11 (76,105) 26,315

12

102,420

4,556 4,556

13 4.486 4,486

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits 155,374 (145,701) 9,673

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 4,221,474 $ (430,089) $ 3,791,385

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



References:ADJ #

Schedule GWB-5
Schedule GWB,5
Schedule GWB-7
Schedule GWB~B
Schedule GWB-9
Schedule GWB-9A

1
2
3
4
5
6

Working Capital
lrnputed Reg AIAC
Deferred Debits
Ovarcapachy of Arsenic Treatment PIano
Transfer of Plant to Mohave Water
CIAC removed on CWIP

ARIZONA-AMERICAN WATER COMPANY _ HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, zo07

Schedule GW8_4
SURREBUTTAL

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

IB! [D] (El

ADJ #4

[El

ADJ #5

[Fl

ADJ #G

[F]
STAFF

ADJUSTEDLINE
n o .

ACCT.
no . DESCRIPTION

IA]
COMPANY
AS FILED ADJ #1

[C]

ADJ #2 ADJ #3

PLANT IN SERVICE 10,144
10,144

s ss s

41 ,597
41,597

2,096,895
eases

(53,517) 2,833,378
99,968

20,698
20,698

148,253
573,245

59,935
1,352,954

(258,428)
(50,355)
(57,926)

148,253
314,817

580
1,295,028

(143,685)
(99,695)

4,202
258,942

1,355,012
75B,554
442,775
959,064
730,655
278,915
175,5B5

17,253

(108,829)

4,202
115,257

1,255,317
758,554
442,775
850,235
730,665
278,915
175,585

17,253

115,045
s,zs4

23,678
75,510

(82,582) 33,463
3254

23,678
75,510

301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land & Land Rights P
303500 Land a. Land Rights TD
303500 Land & Land Rights AG
304100 Strict & Imp SS
304200 Strict & Imp P
304300 Strut a Imp WT
304400 Struck s Imp TD
304500 Sfrugf & imp Offices
304800 Struck & Imp Misc
305000 Collect & Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Non-Media '
330000 Dist Reservoirs s. Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min & Less
331200 TD Mains min to bin
331300 TD Mains 10in w 16in
333000 Services
334100 Meters
334200 Meter Installations
335000 Hydrants
339100 Othber PIE intangible
339250 Other P/E SS
340t00 Office Furniture s. Equip
340200 Comp & Perish Equip
M1100 Trans Equip u Duty Trks
M1200 Trans Equip Hvy Duty Tris
342000 Stores Equipment
343000 Tools,Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
345100 Comm Equip Non~Telephone
346300 Comm Equip Other

17,822
450

33,093
11 ,1o2
44,413

17,822
450

33,093
11.702
44,413

2,261
2,2s1CORPORA TION ALLOCATION

304620 Strict & Imp Leasehold
331001 Mains
340100 Oiiioe Furniture & Equip
340200 Comp & Perish Equip
340300 Computer Software
340300 Computer Sottwaxe-Other
M3000 Tools,Shop,Garage Equip
345100 Comm Equip Non-Telephone
346300 Comm Equip Other

11,195
4,553

17,917
465
383

1,s52
49

11v195
4.553

17,917
465
383

1,asz
49

$88,300
s5.696

BB,300
s,e9e

Post Test Year Arsenic O&M Defenalz
Cost for Media Replacement in Havasu (March, 2008)
Add AFUDC - Cost times rate times # of months

suhunal $94,996

s
s
$
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
$
$
s
s
s
s
s
s
$
s
$
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

Total Plant in Sewiee 9,837,304 (143,685) (721 ,332) B,972,2B7

s (143,685)
(45,790)

(675,542) s s
1,2B1 ,897
7,690,390Accumulated Depredation

Net Plant in Service (L5B . L 59) s
1 ,327_BB7
8,509,517 s s _L _§

s s s s s 10,645 s

10,545

1,351,543
5.753

1,355,090
3,217,35 (555,267)

$34,679

1,3724488
8,753

1,355,735
2.561.067

34,679
113,427

(131,385)
512

113,427
(131,385)

512

102,420 (75,105) 26,315

4,455
4,s5s

4,46
4,sss

1
2
3
4
5
s
7
8
9

1 D
1 1
1 2
1 3
1 4
1 5
1 s
1 7
1 a
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
p a
2 9
3 0
3 1
3 2
3 3
M
3 5
3 6
3 7
3 8
3 9
4 0
4 1
4 2
4 3
4 4
4 5
i s
4 7
4 8
4 9
5 0
5 1
5 2
5 3
5 4
5 5
KG
5 7
s o
5 9
GO
6 1
6 2
6 3
6 4
6 5
GS
6 7

6 8
e a
7 0
7 1
7 2
7 3
7 4
7 5
i s
7 7
7 8
7 9
80
81
B2
BE
8 4
8 5
a s

L e s s :
Contributions in Aid of Construction (CIAC)

Less: Accumulated Amortization
Net ciAo (Les . L54)

Advances in Aid of Cunslrudion (AIAC)
imputed Reg Advances
imputed Reg CIAO
Defined Income Tax Credits (Debits)
Customer Meter Deposits
Aa a -
Working Capital Allowance
Pumping Power
Pun:hase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base s

155,374
4,221 ,474 s (76,105) s (34,579) s

(145,701)
(145,701) s (143,685) $ (19,275) s (10,645) $

9,673
3,791 ,385

1 Cnmparvy described asset as VVT Equip non-media however per engineering report it should be Waler Treavnent Equipment-Media (which is for arsenic treatment plant).
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ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 8
SURREBUTTAL

RATE BASE ADJUSTMENT #2 . IMPUTED REGULATORY AIAC

[B] [C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
2007

ADVANCE
AMOUNT

$ 418,704

CIAC
AMORTIZED

(D)
CIAC

REMAING
BALANCE

$ 418,704
356,759
292,343
227,927
163,511

99,095
34,679

$ 34,679$ 418,704 $

61.945
64,416
64,416
64,416
64,416
64,416

384,025

LINE
DESCRIPTION

1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
6
7
8
9

10

None
Per Staff
Company Proposed Imputed Reg, AIAC
Staff Adjustment $ $ 34,679

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 87093
Column [C]: Annual Amortization of Col [B] using 8.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 7
suRREBu1'rAL

RATE BASE ADJUSTMENT #3 . DEFERRED DEBITS

[B]

2007

LINE
T Q DESCRIPTION

1 At December 31, 2007
6 $

[A]
COMPANY

AS
FILED

155,374
155,374

STAFF
ADJUSTMENTS

(145,701)
(145,701) $$

[C]
STAFF

AS
ADJUSTED

9,673
301 ,075

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column {C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - B
SURREBUTrAL

RATE BASE ADJUSTMENT #4 . ovERcApAc\Tv OF ARESENIC TREATMENT PLANT

[8]

ACCT
no . Description

3201 O( WT Equip Non-Media

[A]
COMPANY

AS
FILED

258,942

STAFF
ADJUSTMENTS

$ (143,685)

[C]
STAFF

AS
ADJUSTED

$ 115,257

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB and Dorothy Hains
Column (C): Column [A] plus Column [B]

1



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. ws-c1 sosA-08-oz27
Test Year Ended December 31, 2007

Schedule GWB - 9
SURREBUTTAL

RATE BASE ADJUSTMENT #5 . TRANSFER OF PLANT AND CIAC TO MOHAVE WATER

[B] [C]
STAFF

AS
ADJUSTEDACCT

no. Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $ $ 2,033,378
314,816

580
1,295,027
1,256,317

850,235
33,463

5,783,816

304100 Struck & Imp SS
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
330000 Dist Reservoirs & Standpipe
331200 TD Mains Sin to Bin
339250 Other PIE SS

Brand Total $

2,095,895
573,245
50,935

1,352,954
1,355,012

959,064
116,045

6,505,149 $

(63,517)
(258,428)
(50,355)
(57,926)
(99,695)

(108,829)
(82,582)

(721 ,333)

For Associated Plant:
ACCUMULATED DEPRECIATION 1,327,687

3,217,334

(45,790)

$ (656,257)

$ $ 1,281,897

$ 2,561,067
AIAC

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - BA
SURREBUTTAL

RATE BASE ADJUSTMENT #G . CIAC ON CWIP

[A]
COMPANY

AS
FILED

[Bl

ACCT
no . Description

STAFF
ADJUSTMENTS

AIAC 1,355,090 $ 10,645 s 1,365,735

[C]
STAFF

AS
ADJUSTED

References:
Column [A]: Amounts included Per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31 , 2007

Schedule GW B-10
suRREBu1' rAL

I

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES

STAFF
RECOMMENDED

$ 1,003,476
23,110

$ $1,003,476
23,110

$ 381,731 $ 1,385,207
23,110

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 1,026,585 $ so ,026,586 $ 381,731 s 1,408,317

$ 204,741 $ 204,741 $ $ 204,741
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous

7,916

(187,950)
(103,694)

73 5,441

111,139
96,165

(52)
166,461
63,729
35,586
3,840
a,974

22,062
5,059

13,616
42,644
10,747

187,656
49,625
17,638
90,400

1,130,029
278,288

6
7
B
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
income Taxes
Total Operating Expenses
Operating Income (Loss) $

111,139
88,249

(52)
166,461
63,729
35,586
3,840
8,974

22,062
5,059

13,616
42,644

198,697
291,351
44,112
17,638

(159,839)
1,158,005

(131 ,419) $

120,992
(162,665)
162,665 s

111 ,139
96,165

(52)
166,461
63,729
35,586
3,840
8,974

22,062
5,059

13,616
42,544
10,747

187,656
44,184
17,638
(38,847)
995,341
31,245 $

129,248
134,689
241,042 $

References:
Column (A): Company Schedule C-1
Column (B): Schedule GWB 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM15
GTM 16

ADJ #
1 Tank Maintenance Accrual
2 Depreciation Expense
3 Property Taxes
5 Income Taxes
5 Chemicals

ARIZONA~AMERlCAN WATER COMPANY . HAVASU WATER
Docket No. W5_g1303A-g8,g227
Test Year Ended December 31, 2007

Surreebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depreciation Exp.

ADJ #2

[D]
Property Taxes

ADJ #3

[E]
Income Taxes

ADJ #4

IFS
Chemicals

ADJ #5

[G]
STAFF

ADJUSTEDLINE
no. DESCRIPTION

s 1,003,478
23,110

$ $ s s $ 1,003,476
23,110

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 1,026,586 $ s $ s $

$
$
$
$ 1,026,586

$ 204,741 $ $ $ $ $ 204,741

7,915

(187,950)
(103,694)

73

111,139
96,155

(52)
166,451
53,729
35,586
s,840
s,974

22,062
5,059

13,616
42,644
10,747

187,658
44,184
17,635
(38,847)

e
7 Labor
8 PurchasedWater
9 Fuel & Power

lo Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Of hoe Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 Income Taxes

111,139
8B,249

(52)
155,451
83,729
35,586
3,840
8,974

22,062
5,059

13,615
42,544

198,697
291,351
44,112
17,638

(159,839) 120,992

26 Total Operating Expenses
27 Operating Income (Loss)

$
$

1,158,005
(131,419)

$
$

(187,950)
187,950

$
$

(103,694)
103,694

$
$

73
(73)

$
$

120,992
(120,992)

$
$

7.916
(7,916)

s
s

995,341
31 ,245



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Maintenance Expense $ 198,697 $ (187,950) $ 10,747

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

Normalization Period
Normalized Amount

16,662
e,7t2
8,866

32,240

3
10,747

References:
Column (A), Company Schedule C-t
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM~13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LINE
no.

ACCT.
n o . DESCRIPTION

[A]
PLANT

BALANCE

[B]
DEPRECIATION

RATE

[Cl
DEPREC\AT\ON

EXPENSE

10,144

41,597

2,033,378
99,968

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.58%
0.00%
0.00%

52,461

20,698 2.58%
0.00%
2.54%
2.54%
3.83%
3.83%

534

148,253
314,817

580
1,295,028

3.766
7.996

22
49,600

4,202
258,942

1 ,255,317
758,554
442,775
850,235
730,665
135,231
175,585

17,253

0.00%
5.00%
2.33%
2.10%
2.10%
2.10%
2.10%
2.89%
3.52%
3.52%
1 .9996

12,947
29,272
15,930

9,298
17,855
1s,a44
3,908
6.181

607

33,463
3,254

23,678
76,510

0.00%
4.47%

10.00%
20.00%
15.00%
3.93%
4.49%
3.08%
2.55%
B.37%
6.19%

145
2,365

15,302

PLANT /N
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339250
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SERVICE:
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land a Land Rights TD
Land & Land Rights AG
Struct a Imp SS
Struck & Imp P
Struck & Imp WT
Strict 8- imp TD
Struck & Imp Offices
Struck 8» Imp Misc
Coiled & Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
Water Treatment Equipment non-media '
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Gin to bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Othber PIE Intangible
Other P/E SS
Office Furniture & Equip
Comp 8» Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

17,822
460

33,093
11.702
44.413

800
14

844
979

2,149

2,261 323
CORPOR

304620
331001
340100
340200
340300
340300
343000
346100
346300

ATION ALLOCATION
Strut a. Imp Leasehold
Mains
Office Furniture & Equip
Comp & Periph Equip
Computer Software
Computer SoRwareOther
Tools,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other

11,195
4.553

17,917
465
383

1,852
49

14.28%
2.10%
4.47%

10.00%
25.00%
25.00%
4.49%
8.37%
6.19%

500
455

4,479
115
17

155
3

Post Test Year Arsenic O&M Deferral:
Cost for Media Replacement in Havasu (March, 200B)
Add AFUDC - Casi times rate times # of months

88,300
6.696

Rounding
Total Plant in Service 8,972,287 2.84% 254,973

301000
303200
303600

Less Non Depreciable Plant
Organization
Land & Land Rights SS
Land & Land Rights AG

10,144
41,597

0.00%
0.00%
0.00%

s 8,920,546 s 254,973

2.86%

$ 1 ,372,488 $
$

1
2
3
4
5
6
7
B
9
10
11
12
1 a
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
55
57
58
59
60
so
Hz
63
64
65
66
67
68
69
70
71
72
73
74

Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

28,087
39.229

187,656
791 R51

(103,694)

Col A
Co! B
Col C

References:
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col [Al times Col [81 I



STAFF
RECOMMENDED

LINE
no. I DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

[A] IB]

$ 1,026,586
2

2,053,172
1,026,586
3,079,758

3
1,026,586

2
2,053,172

13,454

$ 1 ,026,586
2

2,053,172
1,408,317
3,461 ,489

3
1,153,830

2
2,307,659

13,454

2,066,626
0.23

475,324
9.30%

44,184
44,112

73

2,321 ,113
0.230

533,856
9.30%

$
$
$

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2005
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
increase in Property Tax Due to increase in Revenue Requirement

$
$
$

49,625
44,184

5,441

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

$
$

5,441
381,731

1.425330/>

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  -  I N C OM E T A XES

D ESC R I PT I ON

[ A]
C O M P A N Y
P R O P O S E D

[B]
S T A F F

A D J U S T M E N T S
L I N E  AC C T
n o . N O.

1 I ncome Taxes $  ( 1 5 9 , 8 3 9 ) $ 120,992

[ C ]
S T A F F

R E C O M M E N D E D

s (38,847)

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-16

OPERATING INCOME ADJUSTMENT #5 - CHEMICAL EXPENSE

LINE
no. DESCRIPTION

[A]
COMPANY
PROPOSED

[5]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Chemicals $ 88,249 $ 7,916 $ 96,165

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No, WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 .. WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - POST TEST YEAR PLANT

PA RATE BASE ADJUSTMENT #6 .. CIAC/ AIAC ON CWIP
CB RATE BASE ADJUSTMENT #7 - TRANSFER OF PLANT FROM HAVASU
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE



231,490$

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
n o. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAlR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 I L1 )

$ 12,041,310

s 37,140

0.31%

s 12,041,310

37,140

0.31%

$

$

$

8,909,632

513,875

5.77%

$

$

8,909,632

513,875

5.77%

4 8.40% 8.40% 7.34% 7.34%

5 $

$

$

$

$

$

$

$6

Required Rate of Return

Required Operating Income (L4 ' L1)

Operating Income Deficiency (L5 - L2)

Gross Revenue Conversion Factor

1,011,470

974,330

1,6990

1 ,011 ,470

974,330

1.6990

653,967

140,092

1.5524

653,967

140,092

1.65247

8 $ 1 ,655,405 $ 1 ,655,405 is 231,490 I

g $ $

$

$

$10

$

$

5,113,531

6,769,036

32.37%

$

5,113,631

6,769,036

32.37%

5,113,631

5,345,121

4.53%

5,113,631

5,345,121

4.53%
11

12

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (L8 + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.50% 11.50% 10_00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



staff Recommended

s 232,438 s s

Test Year
Monad Waur

s
s
s

5.113.631
4,455.386

284.217

s s s 374.923
sseaoss

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

26.082
341.966

7.500
5,250
8,500

s1.eso
4.4os

118,308

s s s 144.371

Mohave Water Mohave Water
Only

Mohave Water
Only

s
s
s

5,345,121
4,458,717

284,217
s e02,1a8

6.9680%
s s

s
s
s
s
s
$
s
s

41 960
560,228

7,500
e_250
a_soo

91 .650
76,577

190,477

s
$
s
$
$
$
s
$

$
s
s
s
$
s
$

M°hlvB Water
s a.909.e32

3.190095
284.217s

ARIZONA-AMERICAN WATER COM PANY . MOHAVE WATER
Docket No. ws-01303A-98-0227
Test Year Ended December 31, 2007

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C) (D) [E] [FI
LINE

DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Favor (Line 11)
Revenues (L1 . L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . LE)
Revenue Conversion Factor (LI I LE)

1 D00D000°/1
00000%

100 DOOR%
3B94B24%
60. 5175%
1 .652412

1000000%
38.5989%
SI .4011%
ooooo%

7
a
g

10
11

Calculation of UnoollecftibleFactor?
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncalleclible Rate
Unoolleclible Factor (LE * L10 )

0.0000%

100. TOOT%
e9eso%

930320%
34 0Doo%
31 .6309%

12
13
14
15
15
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

385989%

1 DO. DD00'/o
3B59B9%
S14011%

1 .4390%
0.8835%

18
19
20
21
22
23

Calculation of ENactive Pmnertv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined lnoome Tax Rate (LI B-L19)
Property Tax Factor (GTM-14, L24)
Effective Property Tax Factor (L20°L21)
Combined Federal and State income Tax and Property Tax Rate (L17+L22)

39.4824"/n.

s
s

653,967
513,875

24
25
26

Required Operating Income (Schedule GWB~1_ Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule GWB-10, Line 29)
Required Increase in Operating Income (L24 - L25) s 140,092

s
s

232,438
144,371

27
2B
29

Income Taxes Qn Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ 88,067

s 5,345,121
0.00D0%

s
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncollectible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Year Uncolieciible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. s

s
s

224,370
221 ,039

35
36
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Oil A, L16)
Increase in Property Tax Due to Increase in Revenue (L35-L35) s 3,331

38 Total Required Increase in Revenue (L26 * L29 + L37) _s 231.491

rel (C) (D) IE IFI
:Am

39
40
41
42
43
44
i s
46
47
CB
49
50
51
52

Calculation of Income Tax:
Revenue (Sch GWB-1, Col. [C] LE a. 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L55)
Arizona Taxable Income (L39 . L40 L41)
Arizona State Income Tax Rae
Arizona lnoome Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Bracket ($1 - $5D,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,00D) @25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,0D0) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$100000,000) @34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51 )

I
53 Effective Tax Rate

34,0000%

54
55
56

Calculation of Interest Svnchronization:
Rate Base (Schedule GWB-3, Col. (C), Line 18)
Weighted Average Cost of Debt
Synchronized Interest (L45 X L46)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTEDLINE

no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $ $
1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

28,800,225
13,084,198
15,716,027 $

(408,375)
21,895

(430,270) $

28,391,850
13,106,093
15,285,757

LESS;

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 107,549
4

107,545

$ $ 202,001
4

201,997

7 Advances in Aid of Construction (AIAC) 5,947,009

94,452

94,452

429,200

348,557

6,376,209

348,557

1,157,044

8 Imputed Reg AIAC

9 Imputed Reg CIAC 1,157,044

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

(1,360,455)
7,800

(1 ,360,455)
7,800

11 (179,227)

12

367,562

57,963

8.897

188,335

57,963

8,897
13

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits 1.749,805 (1 ,649,972) 99,833

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 12,041,310 $ (3,131 ,678) $ 8,909,632

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ADJ #
1
2
3
4
5
s
7

References:
Plant, Accumulated Depreciation and AlA Schedule Gwa-5
Working Capital Schedule GWB-S
imputed Reg AIAC Schedule GWB-l7
Defined Debits Schedule GWB~S
Post Test Year Plant Schedule GWB-S
CIAC/AIAC on CWIP Schedule GWB-9A
Transfer of Plant fromHavasu Schedule GWB~9B

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08.0227
Test Year Ended December 31, ZG07

Schedule GWB»4
SURREBUTTAL

SUMMARY OF ORIGINAL c o s T RATE BASE ADJUSTMENTS

[Al
COMPANY
AS FILED

[Bl

ADJ #1

[q

ADJ #2

ID]

ADJ #3

[E]

ADJ #4

[E]

ADJ #5

[Fl

ADJ #6

IG]

ADJ #7

[Fl
STAFF

ADJUSTEDLINE ACCT.
n o . DESCRIPTION

PLANT IN SERVICE:

s s3 4 .0 0 4
3 7 ,0 5 1

2 5 0 , 7 9 2
2 .3 5 1
9 . 6 0 9

31 ,052
3 8 9 ,2 6 6

1,ss7
47 ,B46

4 ,5 8 3

63,517

34,004
37.061

290.792
2,351
9.609

31 ,052
452,783

1.6a7
47.846
4.583

457,145
29,223

563,944
B07,515
137,B74

2,264,799

258.428
50,855
57925

457,148
29,223

663.944
1 ,055,943

188,229
2,322,725

(490,772)
(59,875)

99,695

(518,975)
108,829

1 ,009
50,B70

1 ,5B4,129
49,470

11115,545
2,357,285

21B,751
3,447,830
1 ,710.e4z

236,697
35,473

(60,054)

Look
50,870

1 , 193,052
(10,405)

11 ,718,645
1,957,138

156,667
3,447,830
1 ,770_642

236,597
35,473
B2,582s2.5a2

137,545
ss,s42

833
343,147

137,645
s6,a42

B33
343,147

301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land 8< Land Rights P
303500 Land & Land Rights TD
303800 Land & Land Rights AG
304100 Struck & Imp SS
304200 Strut & Imp P
304300 Struck a. Imp WT
304400 Slmct L Imp TD
304510 Strut & Imp AG Cap Lease
304600 Strut & imp Offices
304700 Struck & Imp Store, Shop, Garage
305000 Collect & Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
820100 WT Equip Non-Media
330000 Dist Reservoirs 8- Standpipe
331001 TD Mains not Ciassified by Size
331100 TD Mains min & Less
331200 TD Mains Gin Io Bin
331300 TD Mains 10in to 16in
333000 Servlces
334100 Meters
334200 Melerlnstallations
335000 Hydrants
339250 Other P/E SS
339500 Other P/E TD
340100 Office Fumhure & Equip
340200 Comp & Perish Equip
340300 Computer Soilware
341100 Trans Equip L( Duty Tris
341200 Trans Equip Hvy Duty Tr'ks
342000 Stores Equipment
343000 Tools,$hop,Galage Equip
344000 Laboratory Equipment
M5000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346200 ComM Equip Telephone
346300 Comm Equip Other

2.400
134,138

7.523
172,529
1B0,533
49,578

5,11o

2,400
134,138

1,523
172,529
180,533

49,578
5,110

23,411
23,411

CORPORATEPLANTALLOCATION
304620 Struck & Imp Leasehold
331001 Mains
340100 Office Furniture & Equip
340200 Comp a Perish Equip
340300 Computer Software
340300 Computer Software-9thsr
343000 Tools,shop,Garage Equip
346100 Comm Equlp Non-Telephone
346300 Comm Equip Other

115,919
41,147

1B5,522
4.519
3.953

19,175
505

115,919
41,147

1B5,522
4,519
3.963

19,175
sos

POST TEST VEAR PLANT
330000 Dist Reservoirs & Standpipe
331300 TD Mains 10in to 16in
331400 TD Mains Greater than 18"

490,772
60.084
59875

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

490,772
e0_0a4
59,875

28,800,228
121 ,332 28,391 ,851

Total Plant in Semite
28,251 ,250 13,106,093

15,285,758ACCUMULATED DEPRECIATION
Net Plant in Service (Lea . L 59)

13,084,198
$ 15,716028

(23,895)
s 455,081 s s s (610,731 s

45,790
s 675,542 s

s s s s s 94,452 s s
s 107.549

4
107,545

5,947,009 (51B,97S)

94,452
291 ,909 656,267

348.557

202,001
4

201,997
6,375,209

348,557
1,157,044

(1 ,350,455)
7,800

1,157,044
(1 ,350,455)

7,BDD

(179,227)
1BB,335

257.552

a,ss7
57,965

s,a97
57,963

1,749,B05
s 122041,311 s 23.895 s (179,227) s s

(1649,972)
(1 _549,972) s 610731 s (sae,3s1). s 19,275 s

99,833
B,909,632

1
2
3
4
5
6
7
B
9

1 D
1 1
1 2
1 3
1 4
1 5
1 6
17
1 s
1 9
2 0
2 1
2 2
2 3
2 4
2 5
b e
2 7
2 B
2 9
3 0
3 1
:so
3 3
3 4
3 5
3 5
3 7
3 8
3 9
4 0
4 1
4 2
4 3
4 4
4 5
4 5
4 7
4 8
4 9
5 0
5 1
5 2
5 3
5 4
5 5
5 5
5 7
5 8
a s
6 0
6 1
H z
6 3
6 4
6 5
h e
6 7
SO
SO
7 0
7 1
7 2
7 3
7 4
7 5
7 6
7 7
p a
7 9
B0
B1
8 2
8 3
8 4
BE

LESS:
Contributions in Aid of Construction (GIAC)

Less: Accumulated Amortization
N91 cIAo (L63 . L54)

Advances in Aid of Construction (AIAC)
Imputed Reg Advances
imputed Reg CIAC
Deferred Income Tax Credits (Debits)
Customer Meter Deposits

ADD:
Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Matedal and Supplies Inventory
Prepayments
Projected Capital Expenditures
Defined Debits
Original Cost Rate Base I

(518,976) (610,731)

l ll IH ll ullull l Il\lllI\l\ ill



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

ScheduleGWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 .. PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B] [C]
STAFF

AS
ADJUSTEDLINE

no.
ACCT

Description
331,20 WinterHaven Subdivision Plant

Acc Deprec. WinterHaven Subdivision Acc Dep
AIAC WinterHaven Subdivision AIAC

IA]
COMPANY

AS
FILED

159,040
4,368

169,040

STAF F
ADJUSTMENTS

(169,040)
(4,868)

(169,040)

331 .20 \tillages at Stonebridge Plants
Acc Depress. Villages at Stonebridge Acc Dep

AIAC Villages at Stonebridge AlAC

2399069,00
12,999.00

239,089.00

(239,069)
(12,999)

(239,069)

331 .20 Mira Monte Subdivision Plant
Acc Depress. Mira Monte Subdivision Acc Dep

AlAC Mira Monte Subdivision AIAC

110,867.00
6,028.00

110,BB7.00

(110.857)
(6,028)

(110,867)

331.20 Plant Adjustment
Acc. Depreci Acc. Depreciation Total Adi.

AIAC Total Adj.

518,975.00
23,B95.D0

518,978.00

(518,976.00)
(23,895,00)

(518,976.00)

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08.0227
Test Year Ended December 31 , 2007

Sched ule GWB~6
S U R R E B U T T A L

RAT E BASE ADJUST MENT  #2 .  WO RKI NG  CAPI T AL

IA ] [B] [D] [E]

LINE
no. DE S CRIP T IO N

C O M P A N Y
T EST  YEAR

AS F ILED

S T A F F
T E S T  Y E A R

A D J U S T M E N T S

[ C]
S T A F F

T EST  YEAR
A S

A D J U S T E D
LE A D/ LA G

D A Y S
D O LLA R

D A Y S

$$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

899,973
44,384

501,877
7.846
(295)

940,899
209,312
127,879
119,303
51,991

132,002
15,559

103,944
354,017
583,888
221,795
75,809

(196,927)

(488,307)

899,973
44,384

501,877
7,a4e
(295)

940,899
209,312
127,879
119,303
51,991

132,002
15,559

103,944
354,017
95,581

224,370
75,809

232,438
284,217

4,421,107

12.00
86.87
32.42
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00
7.46

(10.58)
30.00
30.00
30.00

212.50
15.65
42.04

106.52
765

$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Labor
Purchased  Water
Fuel & Power
Chem ic a ls
Waste Disposal
Manag ement  Fees
Group Insurance
Pens ions
Reg ula t ory Expense
Insurance Other  Than Group
Customer  Account ing
Ren t s
General O f f ice Expense
Misce llaneous
Maintenance Expense
Taxes O ther  Than IncomeProper ty Taxes
Taxes Other  Than income-Other
Income Taxes
Interest
Total  Operat ing  Expenses 4,193,256

284 , 217
(204,090)

10,799,671
3,655,638

16,270,852
223,384

(8,850)
(3,650,688)

(971 ,209)
5,754,551
3,579,090
2,339,595

984,735
(166,170)

3,118,s20
10,620,516

2,867,430
47,678,677

1,186,412
9,771 ,690

30,274,820.93
144,528,475
144,528,475

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Expense Lag
Revenue Lag
Net  Lag
Staf f  Ad justed  Expenses
Cash Work ing  Capita l
Company As  F ie ld
Staf f  Ad justment

Line 21, Col.  (E) /  Col [C]
Company Workpapers
Line 24 .  23
Line 20,  Col C
Line 25 * Line 26/365 da;
Co Schedule B-5
T o G WB-4

32. 69
48 . 239
15. 55

4,421 ,107
188 , 335
367, 562

(179,227)

References:
Column [A] :  Company Sched ule C-1
Column [B] :  Staf f  ad justments to expenses,  See Test imony.GWB
Column [C] :  Column [A ]  +  Column [B ]
Column [D] :  Expense Lags Used  on Docket  WS-01303A-06-0403,  approved  in Decis ion No.  70372
Column [E ] :  Column [C]  *  Column [D]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
3URRE8U`lTAL

RATE BASE ADJUSTMENT #3 .. IMPUTED REGULATORY AIAC

[B] [C][A]
YEAR
OF

ADVANCE
2001
2002
2003
2004
2005
2006
2007

ADVANCE
AMOUNT

s 4,208,406

CIAC
AMORTIZED

$ 4,208,405

622,613
647,447
647,447
647,447
647,447
647,447

$ 3,859,849

(D)
CIAC

REMAING
BALANCE
$4.208,406
3,585,793
2,938,345
2,290,898
1,643,451

996,004
348,557
348,557$

LINE
'LQ DESCRIPTION
1 Beginning Balance Per Decision No. 87093
2 None
3 None
4 None
5
6
7
8
g
10

None
Per Staff
Company Proposed imputed Reg, AIAC
staff Adjustment $ $ 348,557

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARlZONA~AMERlCAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

LINE
no . DESCRIPTION

1 At December 31, 2007
2 s

[A]
COMPANY

AS
FILED .
1 ,749,B05
1 ,749,B05

STAFF
ADJUSTMENTS

(1_649,972)
(1,649,972) $$

[C]
STAFF

AS
ADJUSTED

99,833
3,399,777

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column {C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2001

Schedule GWB- g
SURREBUTTAL

RATE BASE ADJUSTMENT #5 . POST TEST YEAR PLANT

[Bl

Description

[C]
STAFF

AS
ADJUSTED
$
$
$

ACCT

_'Q
330000
331300
331001

Distribution Reservoirs
TD Mains 10"-16"
TD Mains 18in and Grtr.

STAFF
ADJUSTMENTS

$ (490,772)
$ (50,084)
$ (59,875)

[A]
COMPANY

AS
FILED

490,772
50,084
59,B75

510,731 (610,731)

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 9A
SURREBUTTAL

RATE BASE ADJUSTMENT #G . CIACIAIAC ON CWIP

ACCT
no. Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

[Bl [C]
STAFF

AS
ADJUSTED

CIAC
AIAC

107,545
5,947,009

$
$

94,452
291,909

$ 201,997
$ 6,238,918

References:
Column [A]: Amounts included Per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 9B
SURREBUTTAL

RATE BASE ADJUSTMENT #7 . TRANSFER OF PLANT, ACCUMULATED DEPREC. AND CIAC FROM HAVASU

[C]
STAFF

AS
ADJUSTED

ACCT
n o . Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

Struct & Imp SS
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Dist Reservoirs & Standpipe
TD Mains min to bin
Other P/E SS

$ 389,266
807,515
137,874

2,264,799
1 ,584,129
2,367,285

$
$
$
$
$
$

$ 452,783
1,065,943

188,229
2,322,725
1,583,824
2,476,114

82,582
$ 8,272,201

304100
307000
31 O100
311200
330000
331200
339250

Grand Total $ 7,550,867 $

63,517
258,428
50,355
57,926
99,695

108,829
82,582

721,333

For Associated Plant:
ACCUMULATED DEPRECIATION 13.084. 198

5,947,009

$ 45,790

$ 555,267

$13,129,988

$ 6,603,276AIAC

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. ws-01303A-08-02z7
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
NO. DESCRIPTION

COMPANY
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 4,932,608
181,023

$ $ 4,932,608
181,023

$ 231 ,490 $ 5,164,098
181,023

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 5,113,531 $ $ 5,113,631 s 231,490 $ 5,345,121

$ 899,973
44,384

501 ,877
7,846
(295)

$ $ 899,973
44,384

501 ,877
7,846
(295)

(488,307)
(328,969)

(756) 3,331

940,899
209,312
127,879
119,303
51,991

132,002
15,559

103,944
354,017
95,581

554,265
224,370
75,809

232,438

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
income Taxes

$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

899,973
44,384

501 ,B77
7,848
(295)

940,899
209,312
127,879
119,303

51 ,991
132,002
15,559

103,944
354,017
583,888
883,235
221,795
75,809

(196,927) 341 ,298

940,899
209,312
127,879
119,303

51,991
132,002
15,559

103,944
354,017
95,581

554,265
221 ,039
75,809

144,371 88,067

6
7
8
g
10
11
12
13
14
15
LG
17
18
19
20
21
22
23
24
25
26
27
28
29

Total Operating Expenses
Operating Income (Loss) $

5,076,491
37,140 $

(476,735)
476,735 $

4,599,756
513,875 $

91 ,398
140,092 $

4,591,155
G53,9G7

References:
Column (A): Company Schedule C-1
Column (B): Schedule GWB 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 15

ADJ #
1 Tank Maintenance Accrual
2 Depreciation Expense
3 Property Taxes
4 income Taxes

ARIZONA-AMERICAN WATERCOMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
n o. DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depreciation Exp.

ADJ #2

[D]
Property Taxes

ADJ #3

[E]
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 4,932,608
181,023

$ s $ $ 4,932,608
181,023

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 5,113,631 $ $ $ $

$
$
$
$ 5,113,631

$ $ $ $ $ 899,973
44,384

501,877
7.846
(295)

(488,307)
(328,969)

(755)

940,899
209,312
127,879
119,303
51,991

132,002
15,559

103,944
354,017
95,581

554,285
221,039
75,809

144,371

6
7 Labor
8 PurchasedWater
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-property Taxes
24 General Taxes-Other
25 income Taxes
25

899,973
44,384

501,877
7,a4e
(295)

940,899
209,312
127,879
119,303

51 ,991
132,002

15,559
103,944
354,017
583,888
883,235
221,795

75,809
(196,927) 341 ,298

27 Total Operating Expenses
28 Operating Income (Loss)

$
$

5,076,491
37,140

$
$

(488,307)
4B8,307

$
$

(328,969)
328,969

$
$

(756)
755

$ 341,298
$ (341,298)

$
$

4,599,756
513,875



ARiZONA-AMERICAN WATER COMPANY - MOHAVE WATER

Docket No. WS-01303A-08-0227

Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Maintenance Expense $ 583,888 $ (488,307) $ 95,581

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

Normalization Period
Normalized Amount

100,287
91,056
95,400

286,743

3
95,581

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS»01303A»08-0227
Test Year Ended December 31, 2007

Sur rebut t a i  Schedule GTM-13

OPERAT ING ADJUST MENT  #2-  DEPRECIAT ION EXPENSE

L INE
N O.

AC C T.
NO. DE S CRIP T ION

[A]
P LAN T

B ALAN C E

[ B ]
D E P R E C I ATI O N

R A T E

[C]
DE P RE CI AT I ON

E X P E N S E

s4. 004
37. 061

290, 792
2. 351
9 . 609

31, 052
452, 783

1, 687
47 , 846

4 , 5a3

12, 814
4 0

1 , 196
8 3

4s7,  14a
29 , 223

663, 944
1,065,943

188, 229
2, 322, 725

9 , 280
1 . 353

1s, 864
28 , 780

9. 411
118, 923

1,009
50 , 870

1,193.052
(10,405)

11,718,645
1,957,1 as

156, 667
3,447,830
1,770,642

236, 697
36, 473
82, 582

0 . 00%
0. 00%
0. 00%
0. 00%
0. 00%
0. 00%
2. 83%
2. 39%
2. 50%
1.81 %
4. 63%
2 . 03%
4. 63%
2. 54%
2. 70%
5. 00%
5. 12%
5. 00%
5. 00%
7. 05%
1.81 %
1. 53%
1. 53%
1. 53%
1. 53%
2. 89%
6. 53%
6. 53%
1. 99%

5 0
3, 591

21 ,594
( 159)

179 , 295
29 , 944

2 , 397
99. 642

115 , 623
151456

7 2 6

137, 545
66 , 842

8 3 3
343, 147

5. 561
6 . 684

2 0 8
58 , 629

PLANT IN
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304510
304500
304700
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339250
339500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
346200
346300

SERVICE:
Organizat ion
F ranchises
Land a Land R ight s  SS
Land &  Land R ight s  P
Land &  Land R ights TD
Land 8 Land R ight s  AG
Struck & Imp SS
St r ic t  &  Imp P
Struck & Imp WT
Struck & Imp TD
Struck & Imp AG Cap Lease
Struck & Imp Off ices
Struck & Imp Store,  Shop,  Garage
Collect  B.  Impounding
Wells  &  Spr ings
Power  Generat ion Equip Other
Pump Equip E lect r ic
P ump E quip D iesel
P ump E quip Ot her
WT E quip  N on- Media
D ist  Reservoirs &  Standpipe
TD Mains Not  C lassif ied by Size
TD Mains min & Less
TD Mains min to Bin
TD Mains 10in to 16in
Services
Meters
Meter  Installat ions
Hydrants
Other  P /E  SS
Other  P /E  TD
Of f ice Furniture &  Equip
Comp &  Per iph Equip
Computer  Sof tware
Trans E quip Lt  Dut y Tr is
Trans Equip Hvy Duty Trks
Stores Equipment
Tools , Shop, Garage E quip
Laboratory Equipment
P ower  Operated E quipment
C omm E quip N on- Telephone
C omm E quip Te lephone
Comm Equip Other

2 , 400
134 , 135

7. 823
172, 529
180, 533

49, 678
5, 110

4.04%
10.00%
25.00%
20.00%
15.00%
3.93%
4.49%
10.00%
4.84%
3.66%
9.76%
6.19%

9 4
6 , 0 2 3

7 6 2
8 , 005
6 , 608
4 , a49

3 1 6

23, 411 3 , 343
C O R P O R

3 0 4 8 2 0
331001
3 4 0 t h
3 4 0 2 0 0
340300
3 4 0 3 0 0
3 4 3 0 0 0
3461 of
3 4 6 3 0 0

A T E  P LA NT  A LLOCA T ION
Struck & Imp Leaseho\d
M a ins
Of f ice Furniture &  Equip
Comp &  P er ish E quip
Computer  Sof tware
Computer  Sof tware-Other
Tools ,Shop,Garage E quip
C omm E quip N on- Telephone
Comm Equip Other

115 , 919
47. 147

185, 522
4 . 819
3. 963

19 , 175
505

14. 28%
1 5 3 %
4. 04%

10.00%
25 . 00%
25 . 00%

4 . 49%
3. 66%
6. 19%

4_e8s
4 , 715

45, 381
1 , 205

1 7 8
7 0 2

31

POST  T EST  YEAR PLANT
330000 Dist  Reservoirs &  Standpipe
331300 TD Mains ODin to B in
331400 TD Mains Greater  than LB"

490 , 772
60, 084
59, 875

1.81 %
1. 53%
2 . 00%

8. 883
9 1 9

1 , 198

Total Plan! In Service 28,391,851 2 . 98% a4s , a84

Less N on D epr ec iab le P lant
Organizat ion
F r anchises
Land & Land R ights SS
Land 8 Land R ight s  P
Land 8» Land Rights TD
Land &  Land R ights AG

34. 004
37.061

290, 792
2. 351
9. 609

31 ,052

0 . 00%
0 . 00%
0. 00%
0. 00%
0. 00%
0. 00%

$ 27,986,982 s 845 , 884
3. 03%

1
2
3
4
5
6
7
B
9
1 o
11
12
13
14
15
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
55
57
5B
59
60
S1
52
SO
64
65
65
67
SO
69
70
71
72
73
74
75
76
77

$ 202, 001 $
$

Net  Depreciable P lant  and Depreciat ion Amounts
Composite Depreciat ion Rate
Less
Amor t izat ion of  Regulatory CIAC at  Set t lement  Rate
Amor t izat ion of  CIAC at  Composite Rate
St af f  Recommended Depredat ion E xpense
Company P roposed Deprec iat ion Expense
Staf f  Adjustment s

286 , 506
6 . 113

554 , 265
883 . 235

( 328, 969)



STAFF
RECOMMENDED

LINE
n o . DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

[A] [B]

s 5,113,631
2

10,227,252
5,113,631

15,340,893
3

5,113,631
2

10,227,262
13,454

$ 5,113,631
2

10,227,262
5,345,121

15,572,383
3

5,190,794
2

10,381,589
13,454

10,395,043
0.230

2,390,860
9.38%

$
$
$

10,240,716
0.23

2,355,365
9.38%

221,039
221,795

(758)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

224,370
221 ,039

3,331

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

3,331
231 ,490

1.43896%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  .  I N C OM E T A XES

L I N E  A C C T
NO. N O . D ESC R I PT I ON

[ A]
C O M P A N Y
P R O P O S E D

[ B]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1 Income Taxes $  ( 1 9 6 , 9 2 7 ) s 341 , 298 $ 144,371

References :
C o lumn (A) ,  C ompany  Schedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A008-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - POST TEST YEAR PLANT

PA RATE BASE ADJUSTMENT #6 - CIAC IN CWIP
10 OPERATING INCOME STATEMENT .. TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - DEPRECIATION EXPENSE
13 OPERATING INCOME ADJUSTMENT #2 - PROPERTY TAX EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - INCOME TAX EXPENSE



$ (73,887)

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 $ $ $

2 $

4,740,149

15,519

0.33%

$

4,740,149

15,619

0.33%

$

$

647,244

115,161

17.79%

$

647,244

115,161

17.79%
3

Adjusted Rate Base

Adjusted Operating Income (Loss)

Current Rate of Return (L2 I L1)

4 8.40% 8_40% 7.34% 7.34%

5 $

$

$

$

$

$

$

$6

Required Rate of Return

Required Operating Income (L4 * L1 )

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Factor

398,173

382,553

1 .5786

398,173

382,553

1 .6786

47,508

(67,653)

1 .0921

47,508

(67,653)

1.0921
7

8 s 642,143 $ 642,143 is (73,887)l

g $

$

$

$

$

$

$

$10

796,161

1,438,304

80,65%

796,161

1,438,304

80.65%

796,161

722,274

-9.28%

795,161

722,274

-9.28%
11

12

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (Ls + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Staff Recommended

s 37,449

Test Year
Mohave WW Mohave WW Mohave WW

796,161
638,484

20.647

s
s
s

s
6. 95BO%

s
6. 9680%

s 137,030
eseeov.

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

9_s4a
127,481

7,500
6.250
8.500

10,718

32,968

s
s
s
s
s
s
s
s

s

Mohave WW Mohave WW Mohave WW

s
$
$

722,274
637, 318
20,547

s 64.309
6.9680%

$
s
s
s
s
s
s
s

4,481
59,828
7.500
s_2so
a,soo

10718

32,968

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-013D3A-08-0227
Test Year Ended December 31, 2007

Schedule GWB»2
SURREBUTrAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) cm [E] [F]
LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
UncoIlecib\e Factor (Line 11)
Revenues (L1 . L2)
Combined Federal and State Income Tax and Properly Tax Rate (Line 23)
Subtotal (Ls - L4)
Revenue Conversion Factor (L1 I Ls)

1DDDDDO%
0.000096

10D0000%
B.4369%

91.5631%
1092143

100.00D0%
6.96B0%

93.0320%
0.0000%

7
B
9

10
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 .. LB )
Unwllectible Rate
Unoolleciible Factor (LE • L10 )

0.0000%

100. OOH%
59580%

93 03RD%
0.0000%
o.ooou%

Calculation al Effective Tax Rafe:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable income (L12 . L13)
15 Applicable Federal income Tax Rate (Line 44)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16)

6.9680%

1 au. oooo%
6.958G%

93. 0320°/a
1 5790°/a

1 4589%

l a
19
20
21
22
23

Calculation of Effective Pmnenv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L18-L19)
Property Tax Faeroe (GTM-14, L24)
Effective Property Tax Factor (L20*L21)
Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

8.4369%

$
s

47,508
115,16124

25
26

Required Operating Income (Schedule GWB-1, Line 5)
AdjustedTest Year Operating \income (Loss) (Schedule GWB-10, Line 29)
Required Increase in Operating income (L24 - L25) s (67,653)

$
s

37,449
42.51627

2B
29

\income Taxes on Recommended Revenue (Col. (F). L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue ka Provide for Income Taxes (L27 . L2B) $ (5,067)

$ 722,274
0000D%

s
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Uncoliectible Rate (Line 10)
32 Uncollectible Expense on Recommended Revenue (L24 • L25)
33 Adjusted Test Year Uncolleciibie Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. s

s
s

35,855
3B,032

35 Property Tax with Recommended Revenue (GTM-15, 20)
36 Property Tax on Test Year Revenue (GTM-15, Col A, L16)
37 Increase in Property Tax Due to Increase in Revenue (L35~L36) s (1,167)

38 Total Required Increase in Revenue (L26 + L29 + L37) _E 473,89

(A\ TB\ (C) my rEl IFNI

Calculation of Income Tax:
39 Revenue (Sch GWB-1, Col [CI LE & 10)
40 Operating Expenses Excluding Income Taxes
41 Synchronized Interest (L56)
42 Arizona Taxable Income (L39 - L40 - L41 )
43 Arizona State Income Tax Rate
44 Arizona income Tax (L42 x L43)
45 Federal Taxable Income (L43 - L44)
46 Federal Tax on First Income Brad<et (51 - $5D,000) @ 15%
47 Federal Tax on Second Income Bracket (s50_001 - $75,00D) @25%
4B Federal Tax on Third Income Bracket ($'/5,001 - $100,0DD) @ 34%
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
50 Federal Tax on Fiflh Income Bracket ($335,001 -s10,000,000) @ 34%
51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51) _s s 42,516

00000%
so Fffective Tax Rate

54
55
56

calculation of Interest Svnchronization:
Rate Base (Schedule GWB~3, Col. (C), Line 18)
Weighted Average Cost of Debt
Synchronized interest (L45 X L46)

I MohaveW w |
s 547244

3.1900%
20.647$



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTEDLINE

no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $ $ 2,915,858
357,629

2,558,229

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

7,154,300
367,213

6,787,087 $

(4,238,442)
(9,584)

(4,228,858) $

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less; Accumulated Amortization

Net CIAC

$ 726,484
57,539

668,945

$ $ 791,879
57,539

734,340

7 Advances in Aid of Construction (AIAC) 1,414,706

65,395

65,395

(306,362)

61 ,769

1,108,344

8 Imputed Reg AIAC

9 Imputed Reg CIAC 131,237

51,769

131,237

(105,590)
10 Deferred Income Tax Credits (Debits)

Customer Meter Deposits
ADD:

(105,590)

11 Cash Working Capital 58,358

3.661

(50,946) 7,412

3,661

341 341

12 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits
7,701 7,701

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 4,740,149 $ (4,092,905) $ 647,244

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ARIZONA»AMERICAN WATER COMPANY , MOHAVE WASTEWATER
Docket No. WS-01303A~DB-0227
Test Year Ended Daaember 31. 2001

Schedule GW5,4
SURREBUTTAL

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

[Al
COMPANY
AS FILED

IB)

ADJ #1

ac]

ADJ #2

(0]

ADJ *3

[El

ADJ #4

[El

AQJ as

[F]

ADJ #6

[GI

ADJ #7

[HI

ADJ #8LINE
no.

ACCT
no. DESCRIPTION

PLANT IN sERvicE:
s s s1

2
3
4
5 laoaasz)

s
7
e
9

10

11
12

354
201,579

5,3a2
1,615,707

74.760
314,343
23,113
15,935

BD3_7BB
a,an7

14,311
39,019
44,237

587
2s,2os

364
201,579

5.382
1,309,M5

74,7so
314,343

23,113
18,935

803,788
e,e01

14311
39,019
44,237

587
26,205

301 ODD Organization
352000 WW Franchises
354200 WW Struck a Imp Coll
350000 WW Coileaion Sewers Forced
381100 WW Collecting Mains
362000 WW Special Coll S!ruc1
353000 WW Services Sewer
364000 ww Flow Measuring Devices
371100 WW Pump Equip Elect
380100 WW Equip Sea TankslAcc
380300 WW TD Equip Sedge Dry/Fi!!
380500 WW TD Equip Chem Trmt Pit
asosuo ww TD Equip om Disk
393000 WW Tool Shop & Garage Equip
394000 ww Laboratory Equipment
395000 Communication Equipment
398000 Other Plant

1.517
1.517

5,997
3.659

14,399
374
30B

1.488
39

;ORPORA re ALLOCATION
304620 Struct 8 Imp Leasehold
331001 Mains
340100 Oboe Furniture s Equip
340200 Comp s. Perish Equip
340300 Computer Software
M0300 Cempmker Software-Other
343000 Tads,Shop,Garage Equip
346100 Comm Equip Non-Telephone
348300 Comm Equip Other

a,991
3,659

14,399
374
30B

1,48a
39

s (765,906)
s (813,581)
s (2,352593)

354500 WW Struck & lmpr Gen
371100 WW Pump Equip Elem
380000 WW TD Equipment

765,906
813,581

2,352,593

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

(3,93z,0s0)
9 Q14859

Total Plan! in Sewlce 7154,301 (306,362)

s -. -  _ s
147 R79

2,558230Accumulated Depfeication
Net Plant in Service

357,213
s 6,787,088

rs,sa4l
f29§818) s s Ra 932.080)

s s s 85,395 s s s
s s s

65,395

725.434
57,539

668,945
1,414,706 (3ue.3s2l

GO .769

791,879
57,539

734.240
1,108,344

61,769
131,237

(105,599)131.237
(105,590)

7,412
5B_35B (50.945)

341
3.661

341
3.661

61 769 s
7.701
7701 s (3,932080} s {65,395} s s g'

13
to
15
1 e
17
1a
19
20
21
22
23
24
25
26
27
pa
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
pa
49
50
51
52
53
54

ss
Cantributions in Aid of Canstructiun (GIAC)

Less: Accumulated Amortization
Ne\ cIAo (Lea » Ls4)

Advances in Aid of Cunstrurninn (AIAC)
Imputed Reg Acrvances
Imputed Reg CIAC
Deferred Income Tax Credits (Debits)
ITC
AQQ
Working Capital Allowance
Pumping power
purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base s 4,740,150 9.584 s I50,94B)

AQ=L*
1
z
3
4

5
s

Plant Abcumulalea Depreciation Ana AIAC
Working Capital
lmputad Reg AIAC
Deferred Venus
Post Tesl Year Plarn
c1Ac/AIAc in CWIP

82485888
Schedule GWB-5
Schedule Gwss
Schedule GWB-7
Schedule GWB-8

Schedule Gwa-s
Schedule GWB-9A

S
s (G1_769\

s

l l l l l l  I I I I - -

[F]
STAFF

ADJUSTED

7.701
S47245



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B] [C]
STAFF

AS
ADJUSTEDLINE

NO
ACCT
MQ Description
361 .20 Mesa Vista Subdivision Plant

Acc Depress. Mesa Vista Subdivision Arc Dear.
AIAC Mesa Vista Subdivision AIAC

[A]
COMPANY

AS
FILED

170,432
7,995

170,432

STAFF
ADJUSTMENTS

(170,432)
(7,995)

(170,432)

361.20 Sage Hill Subdivision Plant
Acc Deprec. Sage Hill Subdivision Acc Dap

AIAC Sage Hill Subdivision AlAC

125.930.00
1589,00

135,930.00

(135,930)
(1 ,589)

(135,930)

361.20 Plant Adjustment
Acc. Depreci Acc. Depreciation Total Adj.

AIAC Total Adj.

305,362.00
9,584.00

306,352.00

(306,362.00)
(9,584.00)

(306,362.00)

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS»01303A-08-D227
Test Year Ended December 31, 2007

Schedule GWB-8
suRREsu ' r rAL

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

.IA] [Bl [D] (El

LINE
no. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LAG

DAYS

DOLLAR
DAYS

s

*

$
s
s
s
$
$
$
s
$
s
$
$
s
$
$
$
$

108,996
73,550

9,214
125,228
123,665
24,046
18,447
22,140

7,294
16,497
1,81 a
7,874

16,725
4,948

37,922
9,778

(76,894)

108,996
73,650

9,214
126,228
123,565

24,046
1a,447
22,140

7,294
16,497
1 ,e13
7,a74

16,726
4,948

36,865
9,778

37,449
20,647

666,077

12.00
86.87
32.42
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00

7.46
(10.68)
30.00
30.00

212.50
15.65
42.04

106.52
734.73

$
s
$
s
$
$
s
$
$
$
s
$
$
$
$
$
$

1 ,307,949
6,397,956

298,717
3,593,711
3,709,950

(93,298)
(85,595)
996,316
218,820
742,343

12,033
(84,094)
501 ,786
148,440

7,833,812
153,028

1 ,574,350
2,199,328

29,425,551

*

*

Labor
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
General Taxes-property Taxes
General Taxes-Other
Income Taxes
Interest
Total Operating Expenses 532,144

114,343
20,647

134,990

1
z
3
4
5
e
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
be
27
28
29
30
31
32
33
34
35

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash Working Capital
Company As Field
Staff Adjustment

Line 21, Col. (E) I Col [C]
Company Woflkpape['s
Line 24 . 23
Line 20, Col 35
Line 25 " Line 26/365 do;
Co Schedule B-5
To GWB-4

44. 1 B
48,239

4.06
666,077

7,412
58,358

(50,946)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
Column [E]: Column [C] * Column [D]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08~0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTrAL

RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC

[B] [C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2008
2007

ADVANCE
AMOUNT

$ 745,789

CIAC
AMORTIZED

(D)
CIAC

REMAING
BALANCE
$ 745,789

635,453
520,716
405,980
291,243
176,506
61,769

s 61 ,769$ 745,7B9 $

110,336
114,737
114,737
114,737
114,737
114,737
684,020

LINE

B Q
1
2
3
4
5
e
7
8
9

10

DESCRIPTION
Beginning Balance Per Decision No, 67093
None
None
None
None
None
None
Per Staff
Company Proposed imputed Reg, AIAC
Staff Adjustment s $ 61,769

REF ERENCESI
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

2007

LINE
t i ; DESCRIPTION
1 At December 31, 2007
6 $

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

7,701
7,701$

[Cl
STAFF

AS
ADJUSTED

7,701
$ (7,701)

REFERENCES;
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2001

Schedule GWB - 9
SURREBUTTAL

RATE BASE ADJUSTMENT #5 . POST TEST YEAR PLANT

[A]
COMPANY

[B]

ACCT

N O
354500 Structures & Imp Gen'l
371100 Pump Equip Electric
380000 TD Equipment 1

Description AS
FILED

765,906
813,581

2,352,593

3,932v080

STAFF
ADJUSTMENTS
$ (765,906)
$ (813,581)
$ (2,352,593)

(3,932,080)

[Cl
STAFF

AS
ADJUSTED

$ -
$ _
$ -

References:
Column [A]: Amounts included in plan! balances per filing
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY - MGHAVE WASTEWATER
Docket No. WS-01303A-0B-0227
Test Year Ended December 31, 2007

Schedule GWB - PA
SURREBUTTAL

RATE BASE ADJUSTMENT #S . CIAC ON CWIP

ACCT
no.

[8]

CIAC

[A]
COMPANY

AS
FlLED

88B,945

STAFF
ADJUSTMENTS

s 65,395 $ 734,340

[C]
STAFF

AS
ADJUSTED

References:
Column [A]: Amounts included Per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]

Description

l l l l l l l l ll l mullll llllllllllulll lll_l\ llllllll ll I I in



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No, WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBU1-[AL

OPERATING \NCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

{€]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

1
2
3
4
5

$ 791,279
4,882

$ $ 791,279
4.882

$ (73,887) $ 717,392
4,882

Wastewater Revenues
Other Wastewater Revenues
Other
Total Operating Revenues $ 796,161 $ $ 796,161 s (73,887) $ 122,214

s $ $ $Labor
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-property Taxes
General Taxes-Other
Income Taxes

(219,061)
109

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22,140
7,294

16,497
1,613
7.874

16,726
4,948

29,337
36,865
9,778

37,449

108,996
73,650
9,214

126,228
123,865
24,046
18,447
22,140
7,294

16,497
1,613
7_a74

16,726
4,948

248,398
37,922
9,778

(75,894) 119,410

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22,140
7,294

16,497
1,613
7,874

16,726
4,948

29,337
38,032
9,778

42,515

(1,167)

(5,067)

6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
25
27
28

0
0

Total Operating Expenses
Operating Income (Loss) $

7B0,542
15,519 $

(99,541)
99,541 s

681,000
115,161 $

(6,234)
(67,653) s

674,765
47,508

I

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14

ADJ #
1 Depreciation Expense
2 Property Taxes
3 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
NO. DESCRIPT)ON

[A]
COMPANY
AS FILED

[B]
Depreciation Exp.

ADJ #1

[C]
Property Taxes

ADJ#2

[D]
Income Taxes

ADJ #3

[G]
STAFF

ADJUSTED

$ 791,279
4,882

$ $ $ 791,279
4,882

1
2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues $ 796.161 $ $ $

$
$
$
$ 796,161

$ $ $ s

(219,061)
109

6
7 Labor
8 Fuel & Power
9 Chemicals

10 Waste Disposal
11 Management Fees
12 Group Insurance
13 Pensions
14 Regulatory Expense
15 lnsuranoe Other Than Group
16 Customer Accounting
17 Rents
18 General Office Expense
19 Miscellaneous
20 Maintenance Expense
21 Depreciation & Amortization
22 General Taxes-Property Taxes
23 General Taxes-Other
24 Income Taxes
25
26

108,996
73,650
9,214

126,228
123,665

24,046
18,447
22,140

7,294
16,497
1,613
7,874

16,726
4,948

248,398
37,922
9,778

(76,894) 74,283

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22, 140
7,294

16,497
1.613
7.874

16,726
4,948

29,337
38,032
9,778

(2,611 )

27
28 Total Operating Expenses
29 Operating Income (Loss)

$
$

780,542
15,619

$
$

(219,061)
219,061

$
$

109
(109)

$
$

74,283
(74,283)

$
$

635,873
160,288



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuftal Schedule GTM-12

OPERATING ADJUSTMENT #1- DEPRECiATION EXPENSE

LINE
NO.

ACCT.
NO . DESCRIPT ION

[A]
PLANT

BALANCE

[B ]
DEPRECIATION

RA T E

[C]
DEPRECIATION

EXPENSE

1
2
3
4
5
s
7
8
g

10
11
12
13
14
15
18
17
18

PLANT IN
301000
352000
354200
360000
351100
362000
363000
364000
371100
3B01D0
380300
380500
380600
393000
394000
396000
398000

SERVICE:
Organizat ion
WW Franchises
WW Struck & Imp Coll
ww Collect ion Sewers Fortzed
WW collect ing  Mains
WW Special Coll Struck
WW SeMces  Sewer
WW Flow Measuring  Devices
WW Pump Equip Elect
WW Equip Sad Tanks/Acc
W W TD Equip Sldge DrylFilt
WW TD Equip Chem Trmt Pit
WW TD Equip Oth Disp
WW Tool Shop & Garage Equip
WW Laboratory Equipment
Communicat ion Equipment
Other Plant

364
201,579

5.382
1,309,345

74,780
314,343
23,113
18,935

803,788
8.807

14,311
39,019
44,237

587
26,205

0.00%
0.00%
2.80%
2.00%
2.00%
2.00%
2.04%

10.00%
5.42%
3.60%
5.00%
5.00%
5.00%
4.47%
3.71%

10.30%

5,s44
108

26,187
1,495
5,413
2,311
1.026

28,938
440
718

1.951
1,977

22
2.899

1,s17 259
CO RPO R

304620
331001
340100
340200
340300
340300
343000
346100
345300

ATE ALLOCATION
Strucl & Imp Leasehold
Mains
Office Fumiiure a. Equip
Comp & Perish Equip
Computer Sot iware
Computer Software-Other
Tools,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other

8.997
3.659

14,399
374
308

1,485
39

14.28%
1 .5a%
4. 04%

10.00%
25.00%
25.00%

4. 47%
3. 66%
6. 19%

363
368

s ,60o
94
1 4
54

2

2.00%
5.42%
1.53%

I

Tote! Plant in Service 2,915,859 2. 90% a4,e79

Less Non Depreciable Plant
WW Franchises
St rut  & Imp Leasehold

364
1817

0.00%
14.2B% 259.47

s 2,913,678 $
363.48
B4_056

2.88%

19
20
21
22
23
24
25
26
27
28
29
30
31 POST TEST YEAR PLANT
32 354500 WW Struck & Imp Gen
33 371100 WW Pump Equip Elect
34 380000 WW TD Equipment
35
36
37
38
39
40
41
42
4-3
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59 352000
60 304620
51
62
63
64
65
66
67
68

$ 791,879 $
$

Net Depreciable Plant and Depreciat ion Amounts
Composite Depreciat ion Rate
Less
Amortization at Regulatory CIAC at Sett lement Rate
Amort izat ion d  CIAC at Composite Rate
Staff  Recommended Depreciat ion Expense
Company Proposed Depreciat ion Expense
Staff Adjustment $

32,497
22,845
29,337

248.398
(219,051)

Col A
Co! B
Col C

References
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col IAN times Col [Bl



STAFF
RECOMMENDEDLINE

no. DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2 . PROPERTY TAX EXPENSE

[A] [B]

$ 796,161
2

1 ,592,322
796,161

2,388,483
3

796,161
2

1 ,592,322
13,454

$ 796,161
2

1,592,322
722,274

2,314,596
3

771,532
2

1,543,064
13,454

1,605,776
0.23

369,328
10.30%
38,032
37,922

109

1,556,518
0,230

357,999
10.30%

$
$
$

1
2
3
4
5
6
7
8
g

1 0
11
1 2
1 3
14
1 5
1 6
17
1 8

1 9
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

36,865
38,032
(1,167)

22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
23 Increase in Revenue Requirement
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

(1,167)
(73,887)

1.57895%

REFERENCES; 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-14

OPER A T I N G I N C OM E A D JU ST M EN T  #3  -  I N C OM E T A XES

L I N E  A C C T
n o . n o .

[ A ]
C O M P A N Y
P R O P O S E D

[B]
S T A F F

A D J U S T M E N T S

[ C l
S T A F F

R E C O M M E N D E D

1

D E S C R I P T I O N

Income Taxes $ 126 , 228 $ (83,712) $ 4 2 , 5 1 6

References :
C o lumn (A) ,  C ompany  Schedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - CIAC IN CWIP
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE



3,452,273$s 3,452,273

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

s 37,901,086 $ 37,901,086 $ 37,239,151 $ 37,239,151

$ 587,425 $ 587,425 s 635,956 $ 635,956

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Recur (LE I LI) 1.55% 1.55% 1.11% 1.71%

840% 8.40% 7.34% 7.34%
4 Required Rate of Return

$ 3,183,691 $ 3,183,691 $ 2,733,354 $ 2,733,354

$ 2,596,265 $ 2,596,266 $ 2,097,397 $ 2,097,397

5 Required Operating Income (L4 * LI)

6 Operating Income Deficiency (L5 - LE)

7 Gross Revenue Conversion Factor 1.6471 1.6471 1 .6460 1 .6460

8 Required Revenue increase (L7 * LE) $ 4,275,301 $ 4,276,301

g $ 5,701,431 s 5,701,431 $ 5,701,431 $ 5,701 ,431

$ 9,977,732 $ 9,977,732 $ 9,153,704 $ 9,153,704
10

75.00% 75.00% 60.55% 60.55%
11

Adjusted Test Year Revenue

Proposed Annual Revenue (Ls + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11_75% 10.00% 10.00%
12

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB~3, and GWB-10



Staff Recommended
Test Year

s s s (346,989)

SCW Water

s
s
s

9,153,704
5,448,843
1,187,929

s 2.516.934
sseauss

s s

s
s
s
s
s
s
s
s

175.380
2.341.554

7,500
6.250
a,suo

91.650
682.228
796,128

s
s
s
s
s
s
s

s
s
s
s
s
s
s

s 971,508 s

sew WM!!

s
s
s

5,701,431
5,412,454
1,187,929

s s s (asasem
ssssoss

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(62,640)
(86,322)

(7,500)
(6,250)
(5,500)

(91,650)
(170,450)
(284,350)

s
s
s
s
s
s
s
s

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A.08-g227
Test Year Ended December 31, zool

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(B) (Cl (D> [El [F]
LINE
N i l

(A)

1
2
3
4
5
e

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollectible Faclor (Line 11)
Revenues (L1 . L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . L4>
Revenue Conversion Factor (L1 I LE)

10000DOO%
D0D00%

1 D0DOOD%
39.2459%
60. 7541 %
1.645950

10D0000%
3B59B9%
61 .4011%
0.0000%

7
B
9

10
11

Calculation of Uncollecttible Fanon
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (LE - L8 )
Urncollectible Rate
Uncollectible Factor (LE ' L10 )

0.G000%

100. 0000°/,
59B80%

93. 0320%
340000%
31.6309%

12
13
14
15
LG
17

Calculation of Erective Tax Rate:
Operating income Before Taxes (Arizona Taxable Income)
Arizona State income Tax Rate
Federal Taxable Income (LI z - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

38.5989%

10D.0000%
3B.5989%
SI .4011%

10538%
0.6470%

18
19
20
21
22
23

Calculation of Enecrive Pronertv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L18-L19)
Property Tax Factor (GTM-14, L24)
Effective Property Tax Factor (L20'L21)
Combined Federal and State lrlcome Tax and Property Tax Rate (L17+L22)

39.2459%

s
s

2,733,354
535,95624

25
26

Required Operating Income (Schedule GWB-1, Line 5)
AdjusledTest Year Operating Income (Loss) (Schedule GWB-10, Line 29)
Required Increase in Operating Income (L24 - L25)

s 2_097,397

$
$

971 ,508
(346,989)27

2B
29

\income Taxes on Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required lnaease in Revenue to Provide for Income Taxes (L27 - L28)

s 1,318,497

s 9,153,704
00000%

s
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollectible Rate (Line 16)
Unooliectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp.

s

s
s

216,B32
180,45335 Property Tax vmh Recommended Revenue (GTM~15, 20)

36 Property Tax on Test Year Revenue (GTM-15, Col A, L15)
37 increase in Property Tax Due to Increase in Revenue (L35-L36)

s

38 Total Required Increase in Revenue (L26 + L29 + L37)
s

86.379

3,452,274

(B) (C\ (DI rEl rF
(Ax

39
40
41
42
43
44
45
i s
47
CB
49
50
51
52

5

Calculation of Income Tax:
Revenue (Sch GWB-1, Col. [C] LE & 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L56)
Arizona Taxable Income (L39 - L40 . L41)
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Brackel ($1 - 550,000) @ 15%
Federal Tax on Second Income Bracket ($50,0D1 . $75_D00) @25%
Federal Tax on Third Income Bracket ($75,0D1 - $10D,000) @ 34%
Federal Tax on Fourth Income Bracket ($1D0,0D1 . 8335,000) @39%
Federal Tax on Fifth lnoome Bracket ($335,0D1 -$10,000,0D0) @34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51 )

f
53 Applicable Tax Rate
54
55

34.0000%

56
57
58

Calculation of Interest Svncnronization:
Rate Base (Schedule GWB-3, Col. (C), Line 18)
Weighted Average Cost of Debt
Synchronized \interest (L45 X L46)

DESCRIPTION

| Sun City wast |
s 37.2391151

a.1eo0%
s 1,187,929- "44



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTEDLINE

n o .

(A)
COMPANY

AS
F\LED

STAFF
ADJUSTMENTS

$ $ $
1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

48,893,385
10.514.488
38,378,897 $

(15,408)
76,672

(92,080) $

48,877,977
10,591,160
38,286,817

LESS.'

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 20,548
1,057

19,491

$ 17,318

17,318

$ 37,866
1 ,057

36,809

7 Advances in Aid of Construction (AIAC) 1,175,373

1,006,408

1 ,175,373

1 ,006,408

392,368
8 Imputed Reg AIAC

9 Imputed Reg CIAC 392,368

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD.-

(1 ,326,577)
1,225

(1 ,326,577)
1,225

11
(438,413) 41,727

24,906
12

13

480,140

24,906

56,510 56,510

#=#

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits (777,486) 892,284 114,798

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 37,901,086 $ (661,935) $ 37,239,151

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



J#
1
2
3
4
s
s

References:
Plum, AculmWated Devrema!i\>n and AlA Schedule GWB-5
WuviWg Caplbl So -nedde  Gwss
Imp ed  Reg  A\AC Sd wd d s  GWB- 7
D e f i e d  D e b i t Schedule GWB-8
oIAc1AIAc lm CWIP Schcdlie  GWB-9
Overcanac of Arsenic TreatmeM Plan! Sdmedde GWB~9A

I

1
I

ARIZ ONA-AM ERICAN WAT ER COM PANY -  SUN Arv  WEST  WAT ER
Docket No. ws-o1:maA-os-ozz7
Test Year Ended December 31v 2007

Schedule GwB-4
SURREBUI IT AL

SUM M ARY OF ORIGINAL cosT  RATE BASE ADJUSTM ENTS

U N E
N O

ACCT.
M DEs c Rl p ' n o n

:Ax
COM PANY
AS F ILED

[8 ]

ADJ an

IC]

ADJ # 2

[ D ]

ADJ  a s

( El

ADJ # 4

IE ]

ADJ  * §

[F ]

ADJ  # 6

III

ADJ #7

[H]

A D J # 8

IF !
ST AF F

ADJ UST ED

PLANTIN SERVICE.
20,055

1,:s4s
11,551
44,957

20.086
1 ,345

11 .ssh
44,957

7,620v981
224,821

99,567

7,620,981
224.821

98,857

1s,szs 15,828

2,557,350
ss,044

5,105,925
4,5u5

169,696

2,5B7.3B0
35,044

5,105,926
4,505

169.696

(92,080)6,346,603
7 5 0 p 6 3

13,055,020
5 1 6

409,389
252,698

169
7,342,742
1,756,083

147,291
1,B35,680

76,572
6,254,523

835,735
13,055,929

5 1 6
499,389
252,698

1 6 9
7,34-2,742
1 ,15e.0a3

147.291
1,835,680

1
2
3
4
s
s
7
8
9
w
11
12
13
14
15
15
17
1 B
19
20
z1
22
ZN
24
25
zs
27
28
ZN
30
31
32
33
34
35
36
37
38
39
AD
41
42
43

301000 Organization
302000 Franchises
303200 Land L Land Rights SS
303300 Land 5 Land Rights P
303500 Land a Land Rights TD
303500 Land 8. Land Rights AG
3041 DD srrun & Imp ss
304200 Struck & Imp P
3 0 4 3 0 0  Sa u d  5  Imp  WT
304400 Struck a. Imp TD
304600 Struck & Imp Offices
io 4 a o 0  Stu d  & Imp  M is c
305000 Collect & Impuuhding
307000 Wells & Springs
310100 Power Generation Equip OMer
311200 Pump Equip Electr ic
311300 Pump Equip Diesel
311500 Pump Equlp Other

WT Equip Media
320100 WT Equip Non-Media
330000 Dis( Reservoirs & Standpipe
331001 TD Mains Not Classified W Size
331 we TD mains4 in  & Less
331200 TD Mains Bin m Bin
331300 TD Mains 10in 10 sin
332000 Fire Mains
333000 Services
334100 Meters
334200 Meter Installations
335000 HW'=f=*s
339100 Qtl iber PE Intangib le
339500 Other  PIE SS
340100 Deice Furniture a. Equip
340200 Comp & Perish Equip
341100 Trans Equip LI Duty Tris
341200 Trans Equip Hvy Day Tr is
342000 Stares Equipment
M3000 Tools,Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
345100 Comm Equip Non-Telephone
3443300 Comm Equip Other

20,7BII
46,715

225,177
21 ,027

142
19,641
1 ,sos

151 ,BBL
163,135

1,3:8

2a.7s7
4s,71s

225.111
21 ,o27

142
19,641
1 .sos

181,885
163.135

1.338

4 4
z2,aza zz .sza304620 Simla 6. Imp Leasehold

331001 Mains
340100 Office Furniture & Equip
340290 Comp & Pedph Equip
340300 Computer Software
340306 Computer Software-Other
343000 Tao¢s,Shop,Garage Equip
346100 Comm Equip N¢m»Telephone
345300 Comm Equal Other

113,033
45,973

150,903
4,sa9
3.8s4

18,698
4 9 3

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

113,033
45.973

180,903
4 ,699
3.854

18,598
4 9 3

fo u l  F l in !  m Se wio e 4»B,B93,3B5 (92,080) 4s .s7 / ,977
4s,970.0s7

7 6 6 7 2

76,572Acwmuialed Depreciation
Net Plarfl in Service (L58 -L  Se )

10_s\4_4aa
s 38,3788897 s s s s s s S

18,591,150
an 788 117

s s s s s s s s s

i s
46
47
i s
49
so
51
52
53
54
55
55
57
58
59
so
51
62
63

17,318

17,318
6 4

zo_s4s
1 _os

19,491
1 ,175,373

1,006,408
392,36e

(1,32S.577)
1  , z s

37,866
1 .057

3 s ,sn s
1 1 7 5 3 7 3
1 ,oos,44Ja

392,368
(I ,a26_s77)

1 , z z s

450,140 (438,413) 41.727

56,510
24,905

ss ,s1 o
z4,eos

65
$6
57
CB
SO
70
71
72
73
74
75
75
77

SS
Contributions in Aid of Construction (CIAC)

Less: Accumulated Amnnization
N24 CIAC (Ls: . L64)

Advance in Aid of Cranslluctlon (AIAC)
imputed Reg .Advances
imputed Reg CIAC
Demand lnvome Tax CreMe (Debl\s)
Customer Mater Depuslis

A D
Working Capital Alluwanue
Pumping Power
Purchase Wastewater Treatment charges
Material and Supplies Inventory
Prepayments
Projected Caplizl Expenditures
Deferred Debits
Original Cost Rate Base

(77T,4BS)
s  37 ,901 ,085 s s (438,413) s s

892,284
897 781 s (17,318)

s (921080)

8  ( 9 2 , 0 5 0 ) s s s
114.798

37,239,151



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTFAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[Bl

LINE
NO.

ACCT
M ) Description
330.00 Dist Reservoirs & Standpipe Plant

Dist Reservoirs e. Standpipe Acc.Depreciation

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

76,672
76,672

[Ci
STAFF

AS
ADJUSTED

76,672
76,672

E

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A»08-0227
Test Year Ended December 31 , 2007

Schedule GWB-G
suRREBu1'rAL

RATE BASE ADJUSTMENT #2 . WORK\NG CAPITAL

[A] [Bl [DI [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LAG

DAYS
DOLLAR

DAYS

s

1

s
s
$
s
s
s
$
s
$
$
s
s
$
$
$
$
$
$

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,t20
137,699

33,802
58,522

133,476
14,331
57,225

232,408
247,328
179,896

65,832
(324,059)

703,217
(2,690)

830,074
227,889

4.391
999,903
191 I 120
137,699

33,802
58,622

133,476
14,331
57,226

232,40B
65,577

180,453
65,832

(346,989)
1,187,929
4,774,269

12.00
86.87
32.42
28.47
30.00
(3.88)

(4.64)
4 5 . 0 0
30 . 00
4 5 . 0 0

7 . 46
( 10. 68)
3 0 . 0 0
30 . 00
3 0 . 0 0

2 1 2 . 5 0
1 5 . 6 5
4 2 . 0 4

1 0 6 . 5 2
7 6 4 . 7 3

$
$
$
$
$
$
s
$
s
$
$
$
$
$
$
$
$
$

8,438,609
(233,682)

26,910,992
6,488,013

131 ,730
(3,B79,S24)

(886,797)
6, 196,439
1,014,0so
2,537,990

995 , 731
(153,055)

1,716.780
6,972,229
1,967.31 o

38,345,249
1,030,267

(14,5B7,427)
126,538,187
209,644,001

*

*

Labor
Purchased Water
Fuel 8- Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting ,
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than lncomeProperty Taxes
Taxes Other Than lncomeOther
Income Taxes
Interest
Total Operating Expenses 3,790,455

(22,930)
1,187,929
1,164,999

1
2
3
4
5
6
7
8
9

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
z z
2 3
2 4
2 5
2 6
2 7
2B
2 9
3 0
3 1
3 2
3 3
M
3 5
3 6

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash Working Capital
Company As Field
Staff Adjustment

Line 21, Col, (E) I Col [C]
Company Workpapers
Line 24 . 23
Line 20, Col 35
Line 25 ' Line 26/355 do;
Co Schedule B-5
To GWB-4

43.91
47. 10

3.19
4,774,269

41,727
480_.140

(43B,413)

References:
Column [A]I Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
Column [E]; Column [C] ' Column [D]



ARIZONA-AMERICAN WATER COMPANY . sun CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 . IMPUTED REGULATORY AIAC

[Cl

CIAC
AMORTIZED

[A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2005
2007

[B]

ADVANCE
AMOUNT

$ 12,151,160 $

$ 12,151,150

1,797,706
1,869,409
1,869,409
1,869,409
1,869,409
1,869,409

$11 ,144,752 $

(D)
CIAC

REMAING
BALANCE

12,151 ,160
10,353,454

8,484,045
6,614,636
4,745,226
2,875,817
1,006,408
1,006,408

LINE
m ; DESCRIPTION

1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
8
7
8
9
ID

None
Per Staff
Company Proposed imputed Reg. AIAC
Staff Adjustment $ $ 1 ,00G,408

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. G7093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [Dlz ClAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

LINE
F Q DESCRIPTION

1 At December 31, 2007
e

2007

[A]
COMPANY

AS
FILED

(777,486)
(777,486)$

STAFF
ADJUSTMENTS

892,284
892,284$ $

[Cl
STAFF

AS
ADJUSTED

114.798
(1 ,669,770)

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY .. SUN cITy WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - g
SURREBUII'l'AL

RATE BASE ADJUSTMENT #5 . CIAC ON CWIP

ACCT
no. Description

[B]
[C]

STAFF
AS

ADJUSTED

CIAC

[A]
COMPANY

AS
FILED

19,491

STAFF
ADJUSTMENTS

$ 17,315 s
36,809

References:
Column [A]: Amounts included Per filing,



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-D1303A-D8-0227
Test Year Ended December31, 2007

Schedule GWB - PA
SURREBUTTAL

RATE BASE ADJUSTMENT #7 - OVERCAPACITY OF ARESENIC TREATMENT PLANT

[A]
COMPANY

AS
FILED

760,063

[B] [C]
STAFF

AS
ADJUSTED

$ 667,983

ACCT
no . Description

32010( \NT Equip Non~Media

STAFF
ADJUSTMENTS

$ (92,080)

J

References:
Column [A]: Amounts included in plant balances per filing.



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Sch€dUI6 GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

IA] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 5,661 ,030
40,401

$ $ 5,661 ,030
40,401

$ 3,452,273 $ 9,113,303
40,401

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 5,701,431 $ $ 5,701,431 $ 3,452,273 s 9,153,704

$ $ $

(181 ,751)
155,593

557 36,379

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699

33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,479,134
216,832

65 ,832
971 ,508

Operating Expenses
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699

33,802
58,622

133,476
14,331
57,225

232,408
247,328

1,323,541
179,896

65,832
(324,059) (22,930)

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133,475
14,331
57,226

232,408
65,577

1,479,134
180,453

65,832
(346,989) 1,318,497

6
7
8
9

10
11
12
1 3
14
1 5
16
17
1 8
19
20
21
22
2 3
24
2 5
26
27
2B
29

Total Operating Expenses
Operating Income (Loss) $

5,114.006
587,425 $

(48,531)
48,531 s

5,065,475
635,956 $

1,354,876
2,097,397 $

6,420,351
2,733,353

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB z, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 2

ADJ #
1 Management Fees
2 Depreciation Expense
3 Property Taxes
4 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

LINE
n o. DESCRIPTION

[A]
COMPANY
AS FILED

[Bl
Tank Mains.

ADJ #1

[Cl
Depreciation Exp.

ADJ #2

[D]
Property Taxes

ADJ #3

[El
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 5,661 ,030
40,401

$ $ $ $ 5,661 ,030
40,401

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 5,701,431 $ $ $ $

$
$
$
$ 5,701,431

$ $ $ $ $

(181 ,751)
155,593

557

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,479,134
180,453
65,832

(346,989)

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-property Taxes
24 General Taxes-Other
25 Income Taxes
26
27
28
29
30
31
32
33
34
35
36
38
39
40
41

703,217
(2,690)

830,074
227,B89

4,391
999,903
191,120
137,699

33,802
58,622

133,476
14,331
57,226

232,408
247,328

1,323,541
179,896
65,832

(324,059) (22,930)

42 Total Operating Expenses
43 Operating Income (Loss)

$
s

5,114,006
587,425

s
s

(181,751)
181,751

$
$

155,593
(155,593)

$
$

557
(557)

$
s

(22,930)
22,930

$
s

5,065,475
635,956



ARIZONA-AMERICAN WATER COMPANY .. SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut tal  Schedule GTM-12

OP E RA T I NG I NCO M E ADJ USTMENT # 1 -  MAI NTE NANCE  ACCRUAL

LINE
no. DESCRIPTION

1 Maintenance Expense

UP
C O M P A N Y
P RO P O S E D

$ 247,328

[B]
S TA FF

A DJ US T M E NT S

$ (181,751)

[C]
S TA FF

RE CO M M E NDE D

$ 65,577

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

37,609
48, 820

110,302
196,731



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A»08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPREC\ATION EXPENSE

LINE
NO

ACCT.
n o . DESCRIPTION

[A]
P LA NT

BALANCE

[B]
DEPREC\AT ION

RA T E

[Cl
DEPRECIATION

EXPENSE

20,086
1,346

11 .651
44,957

7,620,981
224,821

90,867

190,525
3,755
1,517

16,828 779

1
2
3
4
5
6
7
B
9

10
11
12
1 3
14
15
16
17
18
19

2,587,380
36,044

5,105,926
4,505

169,696

65,202
1,593

225,682
225

e,so2

6,346,603
835,735

13,055,020
6 1 5

409,389
252,698

169
7,342,742
1 ,756,083

147,291
1 ,a35,e80

448,070
13,973

199,742
9

6,264
3,886

3
182,100

44,078
3,697

36,714

PLANT IN
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500

0
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SERVICE.
Organization
Franchises
Land & Land Rights SS
Land 8. Land Rights P
Land 8. Land Rights TD
Land & Land Rights AG
Struck & Imp SS
Struck & Imp P
Struck & Imp WT
Struct a Imp TD
Struck & Imp Offices
Struct & Imp Misc
Collect a. impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Media
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classif ied by Size
TD Mains min & Less
TD Mains Sin to Sin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

20,787
46,715

225,177
21,027

1 4 2
19,641

1,606
161,885
163,135

1,3aa

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1.67%
1.67%
2. 00%
4.63%
0.00%
0.00%
2.52%
4.42%
4.42%
5.00%
5.01%
5.00%
7.06%
1,67%
1.53%
1.53%
1.53%
1.53%
1.53%
2.48%
2.51%
2.51%
2.00%
0.00%
2.00%
4. 59%

10.00%
20.00%
15.00%
3.91%
4.02%
3.71%
5.02%

10.30%
4.93%

954
4,672
45,035
3,154

6
790
60

s,127
15,803

66

304620
331001
340100
340200
340300
340300
343000
346100
346300

22,828 3,260
Struck & Imp Leasehold
Mains
Off ice Furniture & Equip
Comp & Periph Equip
Computer Software
Computer Sof twareOther
Tools,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other
Total Plant In Service

113,033
45,973

180,903
4,699
s , as4

18,698
4 9 3

48,970,057

14.28%
153%
4.59%
10.00%
25.00%
25.00%
4.02%

10.30%
4. 93%
3.22%

5,188
4.597

45,226
1,175

155
1.926

24
1,577,512

301000
302000
303200
303300
304620

0.00%
0.00%
0.00%
0.00%

14.28% 3,260
1,574,252$

20,086
1 ,346

11,651
44,957
22,828

48,869,189 s
3.22%

$ 37,866 $
$

97,158
1,220

1,479,134
1 R73 541

155,593

20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
CB
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
5B
59
60
61
62
SO
64
65
66
67
68
69
70

Less Non Depreciable Plant
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Struck & Imp Leasehold
Net Depreciable Plant and Depreciat ion Amounts
Composite Depreciat ion Rate
Less
Amortization of Regulatory ClAC at Sett lement Rate
Amortization of CIAC at Composite Rate
Staff  Recommended Depreciat ion Expense
Company Proposed Depreciat ion Expense
Staff Adjustment s

Col A
Col B
Col C

References:
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col [A] t imes Col [B] |



LINE
NO. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 . PROPERTY TAX EXPENSE

rAn [B]

$ 5,701,431
2

11 ,402,862
5,701,431

17,104,293
3

5,701,431
2

11,402,862
13,454

$ 5,701,431
2

11,402,862
9,153,704

20,556,566
3

6,852,189
2

13,704,378
13,454

11,416,316
0.23

2,525,753
6.87%

180,453
179,896

557

13,717,832
0.230

3,155,101
6.87%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

$
$
$

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

216,832
180,453
36,379

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar \increase in Revenue (Line 22 / Line 23)

$
$

36,379
3,452,273
1.05377%

i

REFERENCES: o
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Una 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  .  I N C OM E T A XES

L I N E  A C C T
n o . n o . D ESC R I PT I ON

[ A]
C O M P A N Y
P R O P O S E D

[ C ]
S T A F F

R E C O M M E N D E D

1 I ncome Taxes $  ( 3 2 4 , 0 5 9 )

[ B l
S T A F F

A D J U S T M E N T S

$ (22,930) $ (346,989)

References :
Co lumn (A) ,  Company  Schedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SUrREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE _ ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - CIAC IN CWIP
8 RATE BASE ADJUSTMENT #4 _ DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - ACCUMULATED DEPRECIATION CORRECTION
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS _ TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 -. TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - CHEMICALS EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - PROPERTY TAX EXPENSE
16 OPERATING INCOME ADJUSTMENT #5 - INCOME TAX EXPENSE



1,621,522$s 1,621,522

ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1)

$ 40,864,986

1,552,497

3.80%

$

$ 40,864,986

$ 1,552,497

3.80%

$ 38,855,656

$ 1,867,671

4.81 %

$ 38,855,656

1,867,671

4.81%

$

8,40% 8.40% 7.34% 7.34%
4

5 $

$

$

$

$

$

$

$
6

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (L5 - L2)

Gross Revenue Conversion Factor

3,432,659

1,880,161

1,5496

3,432,659

1,880,161

1.6496

2,852,005

984,334

1 .6473

2,852,005

984,334

1 .6473
7

8 $ 3,101,546 $ 3,101,546

g $

$

$

$
10

$ 7,848,732

$ 10,950,278

39.52%

$ 7,848,732

$ 10,950,278

39.52%

7,848,732

9,470,254

20.66%

7,848,732

9,470,254

20.56%
11

11.75% 11.75% 10.00% 10.00%
12

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (LB + LQ)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%)

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GwB-10

I



Staff Recommended

1,011,624s s

TestYear
Paradise Valley

s
s
s

7_848,732
5,588,225
1,242,767

s s s 1,017,740
sassoon.

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
$
s
s

70,916
946,824

7,500
e_2so
a,500

91.650
208,020
321 ,920

s s s 392,836

Paradise Valley

s
s
s

9,470,254
5,606,626
1242,767

s 2,620,862
6.9680%

s

s
s
s
s
s
$
s
s

182,622
2,438,241

m o o
e_2so
a,5oo

91.650
715,102
829,002

$
s

Paradise Valley
s 38,958,204

3.1900%
1 ,242,767s

ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-U8-0227
Test Year Ended December 31, 2007

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C) (0) [E] [F]
LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 . LE)
Combined Federal and State Income Tax and Property Tax Rate (Lina 23)
Subtotal (Ls . LE)
Revenue Conversion Factor (L1 I LE)

10000DD%
D0ooD%

1 D000000°/n
39.2957%
60.7043%
1 .647328

100.0000%
3559B9%
61 4011%

0.0000%

7
B
9

10
11

Calculation of UncollecffibleFacfort
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
UnwIlecuble Rate
Uncollectible Factor (LE ' L10 )

0.0000%

1D0Dooo%
59680"/v

93.0320%
340000%
31 .6309%

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L1S)

38. 5989%

10D.0000%
3B59B9%
SI .4011%
1.134B%

06968%

18
19
20
21
22
23

Calculation of Effective P/Doertv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L18-L19)
Property Tax Favor (GTM-14, L24)
Effective Property Tax Factor (L20'L21 )
Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

39.2957%

s
$

2,852,005
1,867,67124 Required Operating Income (Scheduie GWB-1, Line 5)

25 AdjustedTes1 Year Operating Income (Loss) (Schedule GWB-10, Line 42)
26 Required Increase in Operating Income (l-24 . L25)

s 954.334

$
$

1,011,624
392,83627

28
29

Income Taxes on Recommended Revenue (CDI. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28)

$ 618,787

s 9,470,254
oooo0%

$
s

30
31
32
33
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Unoolleciible Exp.

s

s
s

285,829
267,42835

36
37

Property Tax with Recommended Revenue (GTM-15. 20)
Property Tax on Test year Revenue (GTM-15, Col A, L16)
Increase in Property Tax Due to Increase in Revenue (L35-L36)

s 18,401

1,G21,523
38 Total Required Increase inRevenue (L26 + L29 + L37)

s I

l m (C) lot tel tF1
(A)

39
40
41
42
43
44
45
45
47
4B
49
50
51
52

Calculation of Income Tax:
Revenue (Sch GWB-9, ceuc) Ls, GWB~1, Col. (D), LE)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L30 - L31 - L32)
Arizona State Income Tax Rate
Arizona Income Tax (L33 x L34)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket (51 - $50_000) @ 15%
Federal Tax on Second Income Bracket ($5D,D01 . $75,00D) @25%
Federal Tax on Third Income Bracket ($75,001 - $1D0,D00) @34%
Federal Tax on Fourth Income Bradrel (s100.001 - $335,000) @39%
Federal Tax on Fifth Income Bracket ($335,001 -$1D,D00,000) @34%
Total Federal Income Tax
Combined Federal and Stale Income Tax (L35 + L42)

34.0000%
53
54
55

Pfferxive Tax Rate

56
57
58

Calculation of Interest Svnchronization:
Rate Base (Schedule GWB-3. Col. (C), Line 18)
We$ghted Average Cost of Debt
Synchronized Interest (L45 x L46)



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) . (c>
STAFF

AS
ADJUSTEDLINE

n o .

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $ 61,407,531
12,019,623
49,387,907

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$

$

61,588,447
12,099,985
49,488,461 $

(180,916)
(80,362)

(100,554) $

LESS:

4
5
6

COntributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 12,789,338
5,539,222
7,250,116

$ 322,588

322,588

$ 13,111,926
5,539,222
7,572,704

7 Advances in Aid of Construction (AIAC) 1,704,269 1,704,269

8 imputed Reg AIAC

9 Imputed Reg CIAC

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD!

1,600,604
12,600

1 ,600,604
12,600

11 549,034 (502,551) 46,483

t17,955
12

13

117,955

38,726 38,726

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits 1,238,398 (1 ,083,637) 154,761

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 40,864,986 $ (2,009,330) $ 38,855,656

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



References:
Schedule GW B-5
Schedule GWB-5
schedule GWB-7
Schedule GWB-8
Schedule GWB-9

Plant, Accumulated Depreciation

Working Capital
CIAC on CWIP
Deferred Debits
Error Correction per Co Rebuttal Tesfirnon

£Q=L*
1

2
3
4
5

I

ARIZONA-AMERICAN WATER COMPANY _ PARADISE VALLEY WATER
Dacie! NG, WS-01303A-08-0227
Test Year Ended Deoemher 31, 2007

Schedule GWB-4
SURREBUTTAL

SUMMARY OF CRIGINAL COST RATE BASE ADJUSTMENTS

LINE
no.

ACCT.

NO. DESCRIPTION

:Ax
CDMPANY
AS FILED

181

ADJ #1

(Cl [D]

ADJ #3

[El

ADJ #4

[E]

ADJ #5

[F]
STAFF

ADJ USTED

PLANT IN SERWCE
15,350

10,520

15,350

10.520

a,324 s, sz4

1 5 9 7 8 1 8 5

0
3, 003090

23,784
5,?32

16975, 185
0

3.003.090
23.764

s8'a2

3.035
(B,633l

a_uas
(8,633)

1519, 918
554,531

3.50D,D15
190

1112,214)

$
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

1,519,915
554,631

348lf ,B01
190

9,825,155
14,058

2, 1a4,s48
2 3 9 5 2 9 1

114959
s,0-15,296
9, 132418

14,058
2,724,758

3 5 0 8 7 0
148,304

1,054,322

(sa,702)

9,825, 155
14,058

2115, 945
2,395,291

114,959
5,046,296
911321418

14,058
2,724,758

350,870
148,304

1,054,322

s
s
s
s
s
s
s
s
s
s

301000 Organization
a02000 FFBUDMSB5
339600 Miscellanscus Intangihlas
303200 Land & Land Rights SS
303300 Land 8 Land Right:  P
303500 Land A Land Rights TD
303500 Land a Land Righli  AG
304100 Str ic t G Imp SS
304200 Struck a Imp P
304300 Struck & Imp W T
304400 S\rur.1 L Imp TD
304500 Strut(  G imp AG
304800 Str ic t s Imp Of f ioas
304700 str ic t I .  Imp Store,  Shop,  Gar
304800 Str i c t s Imp Misc
305000 cunem a Impounding
307000 W alls 8 Spr ings
310100 Power Gsnefatinn Equip Other
ar  1200 Pump Eg'- 'PP Evan;
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Nor»~Medil
309000 supply  Mains
330000 Dist Reservoir :  s  Srandpips
331001 TD Mains No! Classif ied by Size
331100 TD Mains min L Less
331200 TD Mains Bin to Bin
331300 TD Mains ODin IO 16in

332000 Fi re Mains
333000 Services
334100 Metux
334200 Meter  Installations
335000 Hydrants
339100 Orhhef  PE Intangible
339500 Other  PE TD
310100 Off ice Furniture & Equip
340200 Camp & pef iph Equip
340300 Computer  Sof tware
340500 Other  of tioe Equipment
341100 Trans Equip Lt Duty  Tr is
341300 Trans Equip AMos
341400 Trans Equip Other (golf  car ts only)
343000 Tnols.Shop,Garage Equip
344000 Laboratory  Equlpment
345000 Power Operated Equipment
346100 Comm Equip Non-Tetephane
346300 Comm Equip Other

58,812
3B,292
14,711

674

(0)
a.541

27,905
111 _11s
11,620
9a,1a1

:1es.aaa
58,541

s
s
s
s
s
s
s
s

5e_s12
3B,292
14,711

574
w)

a,s41
27,905

111 ,Na
vr_e2o
96.131

385,889
58,841

300000 Property Had for Future Use
AFUDC Debt

34,409
1_'rva

34.40s
1,71e

7,o2s

s
s
s
s
s
s
s
s
s
s
s
s

7,a2a304620 Strut L Imp Leasehold

331001 M ains
340100 Office Furnkura & Equip
340200 Comp & Paiph Equip
340300 Computer Software
340300 Computer Suflwule-Other
343000 Tools,shap,Garage Equip
346100 Comm Equip non-Telephnne
346300 Comm Equip Other

3 4 5 0 1
14,155
55,697

1.447
1, 1st
s , 7s1

152

34,s01
14,155

55,597
1,447
1,190
s . 7s1

152

Past TV Plant
Radrilfing WeN #12 by Oc!2008

307000 Walls 8 Springs
311200 Pump Equip Electric

1.257.750
577,250

1,257,750
677,250

Removal of Existing Well #12
307000 Waits a Springs
311200 Pump Equip Electric

(109,294)
(50,579)

(109,294)
(50379)

Rehabilitate WB" #17
304620 Sign! x. Imp Leasehold
304700 Struck & Imp Storm, Shop, Gar
307000 Walls L Springs
388000 supply Mains
311200 Pump Equip Elacilic
311500 Pump Equip Dthor
3 3 4 1 0 0  mu m

sao
1,3on

159,390
a_450

53,209
19,500

5.590

850
1,300

169,390
a,45o

53.200
19_soo

5,590

Removal of Existing Welt #17
307000 Wally 8. Springs
311300 Pump Er4uip Diesel

(183,849)
(191)

(153,649)
(191)

Total Net Post TY Addilionl 1,B99,2B7

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

1,899,26/

Total Plan! Jr Se wl o t 51588, 448 Ia 8 0 9 1 5 )

(1B0_91B)
s

6 1 4 0 7 5 3 2

Aocumutatod Depreciation
Net Plant in SOFVKQQ {L58 - L 59)

1 2 0 9 9 9 8 5
s 49_4BB,453

100.554
s . n c q s s - n S .

1 2 0 1 9 6 2 3
4 9 3 8 7 9 0 9

s s s s ss 12, 759, 338
5539, 222
71250,116
1,704,259

az2.saa

a z z s a e

13,111,926
5,539,222

7,572,704
1,?94,259

1 5 9 0 5 0 4
12.500

1 _509»604
12,aoo

549,034 (5 0 2 ,5 5 1 )  # 46,483

1
2
3
4
5
6
7
B
9

I D
11
1 2
13
14
1 5
Le
17
1 B
1 9

ZD
2 1
2 2
2 3
2 4
2 5
2 5
2 7
p a
ZN
3 0
31
3 2
3 3
3 4
3 5
3 5
3 7
a s
3 9
AD
41
42
43
44
45
45
47
48
49
5 0
5 1
5 2
5 3
5 4
5 5
Se
57
5 8
5 9
SO
5 1
Hz
6 3
5 4
6 5
a s
6 7
e a
5 9
AD
7 1
7 2
7 3
7 4
75
7 6
7 7
CB
7 9
BO
B1
BE
BE

BE
B5
a s
8 7
BB
BE
9 0

9 1
9 2
9 3
9 4
9 5
9 8
9 7
9 8
9 9

100
1 D1
102
103
104
105
106
107
108
1 OF

38,725
117,955

3e.726
117,955

L e s s ;
Contributions in Aid of Construction (GIAC)

Less: Accumulated Amortization
Net clAc: (Lea - L54)

Advances in Aid of Construction (AIAC)
imputed Reg Advances
Imputed Reg GIAC
Deferred Income Tax Credits {Debits}
Customer Meter Deposits

h e n
Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base

1,238,398

s - .8p,se4.99_aa s s (502,551)

ADJ

L _(§?I32-§§§3
f 1oaas; = m

....{1v98£i3.7) s  l 1 0 D, 5 5 4 } s
154.751

as,a5s Asa



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION

[B] [C]
STAFF

AS
ADJUSTED

LINE
no.

ACCT
Description

330.00 Dist Reservoirs & Standpipe Plant
Dist Reservoirs & Standpipe Acc.Depreciation

311.20 Pump Equip Eieciric
Pump Equip Electric Acc Depreciation

[A]
COMPANY

AS
FILED

88,702
68,702

112,214
112,214

STAFF
ADJUSTMENTS

(68,702)
(68,702)

(112,214)
(112,214)

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

[A] [B] [D] [EI

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

LEAD/LAG
DAYS

DOLLAR
DAYSLINE

NO. DESCRIPTION

715,B59 s 715,859 8,590,308

893,058
238,982

(290)

*

$
s
s
$
$
$
s
$
$
$
s
$
$
$
$
$
$
$

923,778
1B4,B27
130,911

21 ,2B3
45,425

123,742
21 ,457
B7,B6D

351 ,B28
578,292
268,995

67,972
228,400

693,068
185,037

(290)
923,778
154,827
130,911

21,283
45,435

123,742
21 ,467
87,860

351 ,828
124,831
285,829

67,972
1 ,011 ,624
1,242,767
G,217,829

12.00
86.87
32.42
28.47
30.00
(3.88)
(4.64)

45.00
30.00
45.00

7.46
(10.68)
30.00
30.00
30.00

212.50
15.65
42.04

105.52
704,73

$
s
$
$
s
$
s
$
$
$
s
$
s
$
s
s
$
$

22,469,271
5,268,003

(8,700)
(3,584,259)

(857,599)
5,890,998

638,490
2,044,575

923,115
(229,268)

2,635,800
10,5M,840

3,744,930
60,738,731

1,063,769
42,528,654

132,379,510
294,791 ,171

*

*

*

Labor
Purchased Water
Fuel 8. Power
Chemicals
Waste Disposal
Management Fees
Group insurance
Pensions
Regulatory Expense
insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than lncomeProperty Taxes
Taxes Other Than IncomeOther
Income Taxes
Interest
Total Operating Expenses 4,680,411

1,242,787
1 ,242,7B7

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36

Expense Lag
Revenue Lag
Ne! Lag
Staff Adjusted Expenses
Cash WoNting Capital
Company As Field
Staff Adjustment

Line 21, Col. (E) I Col [C]
Company Workpapers
Line 24 _ 23
Line 20, Col 35
Line 25 * Line 26/365 do;
Co Schedule B-5
To GWB-4

47.41
50.139

2.73
6,217,829

46,483
549,034

(502,551)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GW B
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-06-04.03, approved in Decision No. 70372
Column lEt Column [C] * Column [D]



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREaUTrAL

RATE BASE ADJUSTMENT #3 - CIAC ON CWIP

[A]
COMPANY

AS
FILED

[B]

ACCT
NO. Description

STAFF
ADJUSTMENTS

CIAC 12,789,338 $ 322,588 $13,111,926

[C]
STAFF

AS
ADJUSTED

References:
Column [A]: Amounts included Per filing.
Co\umn (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA~AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08~»0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

2007

LINE
& DESCRIPTION
1 Al December 31, 2007
6 $

IA]
COMPANY

AS
FILED
1,23B,39B
1,238,398

STAFF
ADJUSTMENTS

(1,083,637)
(1 _083,637) s$

[C]
STAFF

AS
ADJUSTED

154,761
2,322,036

REFERENCES!
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 9
SURREBUIIII'AL

RATE BASE ADJUSTMENT #5 . ACCUMULATED DEPRECIATION CORRECTION

[B]

DESCRIPTION
Accumulated Depreciation 2007

$

[A]
COMPANY

AS
FILED

12,099,985
12,099,985

STAFF
ADJUSTMENTS

100,554
100.554$

[C]
STAFF

AS
ADJUSTED

12,200,539
12,200,539

REFERENCESC
Columns [A]: Company schedules
Column [B]: ErTor Correction Per Co, Rebuttal

(See Gutowski, page vii)
Column [C]: Col [A] plus Col [B]



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-D1303A-08-0227
Test Year Ended December 31, zo07

Schedule GWB-10
SURREBU1TAL

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

[A] [Bl [D] [E]

LlNE
no. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
T EST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES

STAFF
RECOMMENDED

$ 7,832,113
16,519

$ $ 7,832,113
16,619

$ 1,621,522 $ 9,453,635
16,619

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 7,848,732 $ $ 7,848,732 $ 1,621,522 $ 9,470,254

715,859 $ 715,859 $ $ 715,859

(51 ,945)

(453,461)
27,364
(1 ,567) 18,401

693,068
185,037

(290)
923,778
184,827
130,911
21 ,283
45,435

123,742
21 ,467
87,860

351 ,828
124,831

1,543,187
285,829
67,972

1,011 ,624

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-property Taxes
General Taxes-Other
Income Taxes

$
$
$
$
$
$
$
$
$
$
s
$
$
$
$
$
$
$
$

693,068
236,982

(290)
923,778
184,827
130,911
21,283
45,435

123,742
21 ,467
87,860

351,828
578,292

1,615,824
268,996
67,972

228,400 164,437

693,068
185,037

(290)
923,778
184,827
130,911
21 ,283
45,435

123,742
21 ,467
87,860

351,828
124,831

1 ,643,187
267,428
67,972

392,836 G18,787

6
7
B
9
10
11
12
to
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

Total Operating Expenses
Operating Income (Loss) $

6,296,235
1 ,552,497 $

(315,173)
315,173 s

5,981 ,061
1,8s'/.671 $

637,188
984,334 s

6,618,249
2,852,005

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 15
GTM 16

ADJ #
1 Management Fees
2 Depreciation Expense
3 Chemicals Expense
4 Properly Taxes
5 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31, 2007

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

LINE
no.

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
LB Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 Income Taxes
26
27
28
29
30
31
32
33
34
35
38
38
39
40
41

1
2 Water Revenues
3 Other Revenues
4 Other
s Total Operating Revenues

DESCRIPT»ON

$ 7,848,732

$

s

[A]
COMPANY
AS FILED

7,832,113
16,619

893,058
236,982

(290)
923,778
184,B27
130,911
21,283
45,435

123,742
21 ,467
87,850

351,828
578,292

1,615,824
26B,996
67,972

228,400

715,859

$

$

s

[B]
Tank Mai ft.

ADJ #1

(453,461)

[C]
Depreciation Exp.

ADJ #2

s

s

s

27,364

$

s

$

[D]
Chemicals Exp

ADJ #3

(51 ,945)

[E]
Property Taxes

ADJ #4

$

$

$

(1 ,567)

[F]
Income Taxes

ADJ #5

$

$

s

164,437

Surrebuttal Schedule GTM-11

s
$
s
$

[G]
STAFF

ADJUSTED

7,B32,113
15,619

7,848,732

693,068
185,037

(290)
923,778
184,827
130,911
21,283
45,435

123,742
21,467
87,860

351,828
124,831

1,s43,1 as
267,428
67,972

392,836

715,859

42 Total Operating Expenses
43 Operating Income (Loss)

$
$

6,298,235
1 ,552,497

$
s

(453,481)
453,451

$
$

27,364
(27,364)

$
$

(51,945)
51,945

s
s

(1,567)
1,567

$ 164,437
$(1S4,437)

$
$

5,981 ,061
1,867,671



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

surrebutiai Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

[A]
COMPANY
PROPOSED

[C]
STAFF

RECOMMENDEDLINE
no. DESCRIPTION

$ 124,831

1 Maintenance Expense $ 578,292

[B]
STAFF S

ADJLJSTMENT

(453,461)$

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

Normalization Period
Normalized Amount

70,856
124,255
179,382
374,493

3
124,831

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



Col A
Col B
Cal C

References:
Schedule GWB~4
Proposed Rates per Staff Engirwnring Report for Non Allocated Plant
Col IAN times Cal [Bl

AN1ZONAAMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket ND. WS01303A~0B~D227
Tea! year Ended Deoemhef 31, 2007

Surrebutlal Schedule GTM-13

OPERATING ADJUSTMENT #2- DEFRECIATION EXPENSE

U N E
NO.

ACCT.
NO. DESCRIPTION

[A]
PLANT

BALANCE

(81
DEPRECIATION

B A E

[C]
DEPREC\ATION

EXPENSE

15,350

10_520

a.324

16,976,165
o

3,003,090
23.764
5,732

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
3.99%
2.00%
150%
3.99%
0.00%
3.99%
3.99%

424,404
o

60,062
356
229

3.036
(8,533)

121

(344)

1,519,916
554,531

5,487,801
190

2.48%
4.39%
4.39%
4.39%

:w,ss4
24,341
1 sa,114

a

7.06%
2.00%
3.15%
0.00%
4 .17%
252%
2.34%
2.00%
4.72%
2.51%
1 .51 "fs
2.10%

593,727
zap

56,552

1
2
3
4
5
6
7
B
s
10
11
12
13
14
15
15
17
LB
19
zo
21
zz
23
21
25
25
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43

9,825.155
14,058

2,115,945
2,395,291
114,959

5,045,296
9,132.41 B

14,058
2,724,758
350,870
1481304

1,054,322

4,794
127,157
213,699

281
1za,so9
a,a01
2,239
2,141

44

PLANT IN
301000
302000
339600
303200
303300
303500
303500
304100
304200
304300
304400
304500
304600
204700
304B00
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300

SERVICE.
Organization
Franchises
Miscellaneous intangibles
Land L  Land Riggs as
Land & Land Rights P
Land & Land Rights TD
L a n d  L  L a n d  Rim:  AG
Str ict 1. Imp SS
St y x  &  Imp  P
St r ic t  & Imp  WT
Str ic t  & Imp TD
sum:  .s  Imp  AG
Str ic t  & Imp Df l ices
Struck & Imp Store, Shop, Gar
Stud  & Imp  M isc
Cal led  B lmpmr ld ing
Wells 8 Splines
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Ewirv Nun-MaMa
Supply Mains
Dist Rsservpirs s Standpipe
TD M817\5 Nu! Claiiilled bY Size
TD Meinl l im 5 Less
TD Mains Sin to Bin
TD Mains win fv 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Othber PE intangible
Other P/E TD
Ofhse Flmiture a Equip
Comp & Perish Equip
Computer sahware
Other Ofice Equipment
Trans Equip Lt Duty Tris
Trans Equip Autos
Trans Equip Other (golf carts only)
Tools,$hop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

58,812
38.292
14,711
574
(0)

3,s41
27,905
111,116
17,520
96,131
386,889
58v841

4.04%
10.00%
25.00%
7.13%
20.00°/»
7.80%
16.57%
3.61 %
10.00%
4.54%
9.76%
4.93%

2,376
s.azs
s,s7a

pa
(0)

z s
4,ss2
4,011
1,162
4,460
37,760
z,9o1

300000 Property Held for FuhJre Use
AFUDC Debt

34,409
1 .774

0.00%
10.30% 1a3

7,o2a 14.28% 1 ,ooh304620
331001
340100
340200
340300
340300
343000
345100
346300

Struck L Imp Leasehold
Mails
Oftioe Fumier & Equlp
Comp & Perish Equip
Computer Software
Computer Software-Other
Tads,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other

a4,so1
14,155
55,691
1,447
1.190
s,1s1
152

4.04%
10.00%
25.00%
25.00%
3.61%
9.76%
4.93%

1,4o6
1,415

13,924
352
43

562
7

Post TY Play

307000
311200

Redlining Well #12 by on zone
Wells & Springs
Pump Equip Electric

1151350
GT71250

0.00%
4.39% 291731

307000
311200

Removal Rf E1$Wg Well #12
Walls & Springs
Pump Equip Elenlic

(109,294)
(50,679) 4.39% (2,225)

45
45
47
48
49
50
51
52
53
54
55
56
57
as
59
60
61
62
63
e4
es
as
67
68
59
70
71
72
73
74
75
7s
11
7s
79
B0
BI
B2
BE

304520
304700
307000
309000
311200
311500
:Anna

Rehabilitate Well #17
Sums! & Imp Leasehold
Shun & Imp Stefa, Shop, Gar
w=ns & $plillqs
SUPPW Mains
Pump Emit Electric
Pump Equip Other
Meters

650
1 _sao

169,398
a,4so
as,zoa
1e,soa
s,59o

3.99%
2.48%
2.00%
4.39%
4.39%
2 5 1 %

52
4,za1
169

3.6s2
ass
140

BE
307000
311300

Removal of Existing Well #17
Walls L Springs
Pump Equip Diesel

(163,549)
(191)

0.00%
4.39% (8)

Total Net Post TY Adnfliivrts 1,899,267

Total Plant in Service 51,497,532 2.059.618

301000
339600
303500

Less Non Depreciable Plant
Organization
Miscellaneous Intangible;
Land & Land Rights TD

15,350
10,520
a,3z4

0.00%
0.oo%
0.00%

s 51,373,338 s 2,089,518
3.40%

s 13,111,925 s
s

446.430
1,843,187
1615824

27.354

BE
BE
BE
BB
BE
so
91
92
93
94
95
96
97
98
99
100
101
doz
103
104

Net Depreciable Plant and Depredation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory GIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Esqaense
Staff Adjustment s

I

3 4



ARIZONA-AMERICAN WATER COMPANY .. PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING INCOME ADJUSTMENT #3 - CHEMICALS EXPENSE

LINE
no. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

t Chemicals $ 236,982 $ (51 ,945) $ 185,037

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-15

OPERATING ADJUSTMENT #4 . PROPERTY TAX EXPENSE

$ 7,848,732
2

15.697.464
7.848.732

23.546.196
3

7.848.732
2

15.697.464
13.454

$ 7.848.732
2

15.697.464
9.470.254

25.167.718
3

8.389.239
2

16.778.479

15.710.918
23.0%

3.613511

16.7919933
M

3.862.145

$
$
$

267,428
268,996

(1,567)
$
$

285.829
267.428

1
2
3
4
5
6
7
8
9

1 0
1 1
1 2
1 3
1 4
1 5
1 5
1 7
1 8

1 9
2 0
2 1

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement 18

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

18.401
1.621.522
1.13479%

REFERENCES
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Scheduie C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-16

OPERATING INCOME ADJUSTMENT #5 - INCOME TAXES

LINE ACCT
n o . NO. DESCRIPTION

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Income Taxes

ml
COMPANY
PROPOSED

$ 228,400 $ 164,437 $ 392,836

References:
Column (A), Company Schedule C-2
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY in SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE .. ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - CIAC IN CWIP
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE



s 3,452,273

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURRE8UTl'AL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 I L1)

$

$

37,239,151

635.956

1.71%

$

s

37,239,151

635,956

1.71%

4

$ 37,901 ,086

$ 587,425

1.55%

8.40%

$ 37.901 ,086

$ 587,425

1.55%

8.40% 7.34% 7.34%

5 $

$

$

$

$

$

2,733,354

2,097,397

$

$6

Required Rate of Return

Required Operating Income (L4 " LI)

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Factor

3,183,691

2,596,256

1.5471

3,183,691

2,596,266

1.6471

2,733,354

2,097,397

1 .64607

8 $ 4,276,301 $ 4,276,301 [s

9 $

$

$

$

$

$

$

$10

5,701 ,431

9,977,732

75.00%

5,701 ,431

9,977,732

75.00%

1.6460

3,452,273 I

5,701 ,431

9,153,704

60.55%

5,701 ,431

9,153,704

60.55%11

12

Required Revenue Increase (L7 * L6)

Adjusted Test Year Revenue

Proposed Annual Revenue (LB + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Staff Recommended
SCW Water

9,153,704
5,448,843
1 .187,929

s
s
s
s 2,516934

s.sseo%
s s

s
s
s
s
s
s
s
s

175,380
2,341 ,554

7,500
6.250
8.500

91,650
682,228
796,128

s
s
s
s
s
s
s

$
s
s
s
s
s
s

s 971 ,508 s s

Test Year
SCW Water

s
s
s

5,701,431
5,412,454
1,187,929

s s s (898,962)
6.9680%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(62,640)
(836 322)

(7,500)
(6,250)
(8,500)

(91 ,650)
(170_450)
(2B4,350)

s s s (346,989)

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. w$.01303A_08-g227
Test Year Ended December 31, 2007

Schedule GWB-2
SURRE8UTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D) [E] [F]
LINE
no . DESCRIPTION

1
2
3
4
5
a

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line ti)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Property Tax Rate(Line 23)
Subtotal (LE . L4)
Revenue Converslon Factor (LI I L5)

1 DO OOOO%
0.0DDO%

10D.0000%
392459"/o
SD 7541%
1 .545980

100.0DOO%
3B.59B9%
51 .4011%
0.DDDO%

7
8
9

10
11

Calculation of Uncollecttible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Role (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 ) 0.0000%

1D00000%
695B0%

9330320%
34.0000%
31 .B309%

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable lrlcome)
Arizona State lnoome Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State lnoome Tax Rate (L13 +L16) 385989%

100.0000%
3B.59B9%
61 .4011%

1.D53B%
0.6470%

Calculation of Efiiaclfve Pronertv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (GTM-14, L24)
22 Effective Property Tax Factor (L20*L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 39.2459%

$
$

2.7:s3,354
535,956

24
25
25

Required Operating Income (Schedule GWB-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule GWB-10, Line 29)
Required Increase in Operating Income (L24 . L25) s 2,097,397

$
$

971 .508
(346,989)

27
pa
29

Income Taxes on Recommended Revenue (Col. (F). L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) s 1,318,497

s 9,153,704
00DOD%

$
$

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncollectible Expense on Recommended Revenue (L24 * L25)
33 Adjusted Test Year Uncollectible Bcpense
34 Required Increase in Revenue to Provide fer Una;ol\ectible Exp, s

s
$

216,B32
150.453

35
36
37

Property Tax MM Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Cal A, L16)
Increase in Property Tax Due to Increase in Revenue (L35-L36) s 36,379

38 Total Required Increase in Revenue (L26 + L29 + L37) s 3,452,274

(Al (BI (ex Fm rE\ [Fl

Calculation of Income Tax:
39 Revenue (Sch GWB-1, Col. [C] LE & 10)
40 Operating Expenses Excluding Income Taxes
41 Synchronized Interest (L56)
42 Arizona Taxable Income (L39 . L40 - L41)
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 FederalTaxable Income (L43 . L44)
45 Federal Tax on First Income Bracket (51 - 550,000) @ 15%
47 Federal Tax on Second Income Bracket ($50,001 . 575.000) @ 25%
4B Federal Tax on Third Income Bracket ($75,001 - $100_000) @34%
49 Federal Tax on Fourth Income Bracket ($1D0,001 - s335,000) @ 39%
50 Federal Tax on Fifth Income Bracket ($335,001 -$10,D00,000) @ 34%
51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51)

I
53 Applicable Tax Rate
54
55

34.0000%

Calculation of Interest Svnchronization:
Se Rate Base (Schedule GWB-3, Col. (C). Line LB)
57 Weighted Average Cost of Debi
CB Synchronized Interest (L45 X L46)

| Sun any West l
s 37,239,151

3.1900%
s 1,187,929

l I ll al l ll l llII I l1_||||||1|-|-|-



ARIZONA-AMERICAN WATER COMPANY - SUN cITy WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
n o .

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $ $1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

48,893,385
10,514,488
38,378,897 $

(15,408)
76,672

(92,080) $

48,877,977
10,591,160
38,286,817

LESS;

4
5
6

Contributions in Aid of Construction (GIAC)
Less: Accumulated Amortization

Net CIAC

$ 20,548
1,057

19,491

$ 17,318

17,318

$ 37,866
1,057

36,809

7 AdVances in Aid of Construction (AIAC) 1,175,373

1,006,408

1 ,175,373

1 ,006,408

392,368

8 Imputed Reg AIAC

9 Imputed Reg CIAC 392,368

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

(1,326,577)
1,225

(1,326,577)
1,225

11 480,140

24,906

(438,413) 41,727

24,90612

13 56,510 56,510
#4#

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits (777,486) 892,284 114,798

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 37,901,086 $ (661 ,935) $ 37,239,151

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ADJ *
1
z
3
4
5
s

References:
PlaM, Accumdaien Depredation and AlA Sduedule GWB~5
Wnrldng Capital Sduedule GWB-6
Implied Reg AIAC Sdwdule GWB-7
Deferred Debt Smgdulg GW58
CIACIAIAB inn CWIP ScheduleGWB~9
Overmann' of Arsenic Treatment PluM Schedule GWB-9A

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. W$-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-4
SURREBUTTAL

SUMMARY oF ORIGINAL COST RATE BASE ADJUSTMENTS

IB]

ADJ #1

[Cl

ADJ #2

[D]

ADJ  n

[E]

ADJ #4

[El

AOJ as

[Fl

J#6

[G]

ADJ #7

[H]

ADJ #8

[F]
STAFF

ADJUSTEDLXNE
no.

ACCT.
NO. DESCRIPTION

IA]
COMPANY
AS FILED

P1_ANT IN SERVICEs 20.0a6
1 .346

11,651
44,957

20,085
1,245

11 ,ssh
44,957

7,s20,9a1
z24,az1
90,557

7,620,981
224,821
so,a67

15,525
1s,s2s

2,587,380
3s,044

5,105,925
4,sos

\69,695

2,5BII,350
36,044

5,105,925
4,505

169,696

(92,080)

76,572
6,346,503

1sn,oss
13,055,020

e ls
409,389
2521698

169
7,342,742
1,755,083

147,291
1 ,835,$B0

6,254,523
835,735

13,055,020
616

409,389
252,698

169
7,342,742
1,755,083

141,291
1 _835,6B0

301000 Organization
302000 Franchises
303200 band 0 Land Rights as
303300 Land a Land Rights P
303500 Land a Land Rights TD
303500 Land a Land Rights AG
304100 Shut!! a Imp SS
304200 Strict & Imp P
304300 Strict & Imp WT
304400 Scrum & Imp TD
304600 scrum & Imp Offices
304800 Serum & Imp Misc
305000 Collect & Impounding
307000 Wells 8\ Splillgs
310100 Power Generation Equip Ollie!
311200 Pump Equip Eectlic
311300 Pump Equip Diesel
311500 Pump Equip Other

WT Equip Media
320100 WT Equip Nun-Media
330000 Dist Reservoirs A Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains4in & Las
331200 TD Mains Gin Io bin
331300 TD Mains 10in \O Gin
332000 Fire Mains
333000 Services
334100 Meters
334200 Meter Installations
335000 Hyarams
339100 Odder P/E Intangible
339500 Other PIE ss
340100 office Furniture & Equip
340200 Comp a Periph equip
341100 Trans Equip La Dura Tris
341200 Trans Equip Hvy Duty Tris
342000 Stores Equipmern
343000 Tools,Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

20,787
46,715

zzs,177
21.027

142
19.641
1 ,sos

161,885
163,135

1 _sos

20,787
46.715

z2s,171
21 ,027

142
t9,s41
1 ,sos

161 ,sos
163,135

1 ,ala

Hz,szs
z2,aza304620 Strut & Imp Leasehold

331001 Main:
3401 DD Office Furniture & Equip
340200 Comp L Pefiph Equip
340aoo CompuNsf Scflware
340300 Computer Stahware-Oiher
343000 Tools,Shop,Garage Equip
345100 Comm Equip Non~Teleph°ne
346300 Comm Equip Other

113,033
45,973

180,903
4,ss9
3,554

18,698
493

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

113,033
45.973

180,903
4,se9
3.864

18,898
493

Total Plant in Service 48,893,385
4B,BT7,977

48,970,057
76,672

1s,s72
10,591 ,160
3B.ZB6.B17

s s s s s sAcalmulated Depreciation
Net Piantin Service (Lau . L as)

10,514,488
s 3B37B.B97 s : . _ .

s 20,54e
1 ,u57

19,491
1,175,373

s s s s 17,318

17,318

s s s s

1 ,nus,4aa

:w.866
1 ,057

as,so9
1 .175.373
1 .oos,4os

392,368
(1 ,326,577)

1 ,zs

SS:
Ccnhibuions in Aid al Conshuctian (GIAC)

Less: AeaImuktedAmoltintion
Net GIAC (LS3 - L64)

Advances in Aid of Conshudion (AIAC)
Imped Reg Advances
Imped Reg GIAC
Deigned lncume Tax Dlecits (Debits)
Customer Male! Deposit:

392,358
(1,326,577)

1,zzs

41 .727
480,140 (435,413)

se,s1o
24,906

: _

55,510
z4,sus

1
2
3
4
5
6
7
s
9

1 0
1 1
1 z
1 a
14
1 5
1 5
1 7
1 a
1 g
z o
2 t
2 2
2 3
24
Z s
i s
2 7
2 8
2 9
3 0
3 1
3 2
3 3
34
3 5
3 5
3 7
3 5
3 9
4 0
4 1
4 2
4 3
4 4
4 5
4 6
4 7
i s
4 9
5 0
5 1
5 2
5 3
54
5 5
5 5
ST
5 8
5 9
s o
S1
5 2
s o
6 4
6 5
5 6
6 7
6 8
SO
7 0
7 1
7 2
7 3
1 4
7 5
7 6
7 7

A

Working Capital Allowance
Pumping Power
Purchase Wasiewsier Trealmern Charges
Material and Sngoplies Inventory
Prepayments
Projected Capital Expendilures
Deferred Debits
Driginal Cos! Rx\e Base

(777,486)
s 37,901,055 s 435413 s s

a92,zs4
892,284 s (17,318) s s o  s o

(92,080)

s so oar

s s
114 79

37,239,151



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION, AND AIAC

LINE
no.

ACCT
Description

330.00 Dist Reservoirs 8. Standpipe Plant
Dist Reservoirs 8 Standpipe Aoc.Depreciation

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

76,672
76,672

[B] [C]
STAFF

AS
ADJUSTED

76,672
76,672

References:
Column [A]; Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-D221
Test Year Ended December 31, 2007

Schedule GWB-B
SURREBUTTAL

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

[A] [B] [D] [El

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LAG

DAYS
DOLLAR

DAYS

$

*

$
s
s
$
$
$
s
s
$
$
s
$
s
s
$
$
$
s

703,217
(2,590)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133,475
14,331
57,226

232,408
247,328
179,896
65,832

(324,059)

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

180,453
65,832

(346,989)
1,181929
4,774,269

12.00
86.87
32.42
28.47
30,00
(3.88)
(4.64)
45.00
30.00
45.00

7.46
(10.68)
30.00
30.00
30.00

212.50
15.65
42.04

106.52
764.73

s
$
$
$
$
$
$
s
$
s
$
s
$
$
$
$
$
$

8,438,609
(233,682)

26,910,992
G,488,013

131,730
(3,879,G24)

(886,797)
e, 196,439
1,014,oeo
2,637,990

995,731
(153,055)

1 ,71 s,780
6,972,229
1,967,31 o

38,346,249
1,030,267

(14,587,427)
126,538,187
209,544,001

*

*

*

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than lncomeProperty Taxes
Taxes Other Than lncomeOther
Income Taxes
Interest
Total Operating Expenses 3,790,465

(22,930)
1,187,929
1,1B4,999

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
15
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash Working Capital
Company As Field
Staff Adjustment

Line 21, Col. (E) I Col [C]
Company Workpapers
Line 24 . 23
Line 20, Col 35
Line 25 * Line 26/365 da;
Co Schedule B-5
To GWB-4

43,91
47.10

3.19
4,774,269

41 ,727
480,140

(438,413)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
Column [E]: Column [C] ' Column [D]



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT#3 . IMPUTED REGULATORY AIAC

[C]

CIAC
AMORTIZED

[A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
2007

[B]

ADVANCE
AMOUNT

$ 12,151,160 $

$ 12,151,160

1 ,797,70G
1 ,a69,409
1,869,409
1,869,409
1 ,869,409
1 ,869,409

$11 ,144,752 $

(D)
CIAC

REMAING
BALANCE

12.151 ,160
10,353,454
8,484.045
6,614,636
4,745,226
2,875,817
1,006,408
1,006,408

LINE
4 DESCRIPTION

1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
6
7
8
9
10

None
Per Staff
Company Proposed imputed Reg, AIAC
Staff Adjustment $ $ 1 ,006,408

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. G7093
Column [D]: ClAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUllTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[BI

DESCRIPTION

[A]
COMPANY

AS
FILED

(777,486)
(777,486)

At December 31, 2007 2007

LINE

F T
1
5 $

STAFF
ADJUSTMENTS

892,284
892,284$ $

[C]
STAFF

AS
ADJUSTED

114,798
(1 ,669,770)

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB

|



ARIZONA-AMERICAN WATER COMPANY .. SUN cITy WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 9
SURREBUTTAL

RATE BASE ADJUSTMENT #5 . CIAC ON CWIP

[A]
COMPANY

AS
FILED

[B]

ACCT
no . Description

STAFF
ADJUSTMENTS

[C]
STAFF

AS
ADJUSTED

CIAC 19,491 $ 17,318 $ 36,809

References:
Column [A]: Amounts included Per filing.



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB . PA
SURREBUTTAL

RATE BASE ADJUSTMENT #7 . OVERCAPACITY OF ARESENIC TREATMENT PLANT

[A]
COMPANY

AS
FILED

760,053

[Bl

ACCT
NO. Description

32010( VV'l' Equip Non-Media

STAFF
ADJUSTMENTS

$ (92,080)

References:
Column [A]; Amounts included in plant balances per filing.

IC]
STAFF

AS
ADJUSTED

$ 667,983



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS~013D3A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
no. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 5,561,030
40,401

$ s 5,661 ,030
40,401

$ 3,452,273 $ 9,113,303
40,401

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 5,701,431 $ $ 5,701,431 $ 3,452,273 $ 9,153,704

$ $ $

(181 ,751 )
155,593

557 38,379

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,479,134
216,832
65,832

971 ,508

Operating Expenses
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
$
s
$
$
$
$
$
$
$
$
$
s
s
$
$
$
$
$

703,217
(2,690)

830,074
227,B89

4,391
999,903
191 ,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
247,328

1,323,541
179,896
65,532

(324,059) (22,930)

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,479,134
180,453
65,832

(346,989) 1,318,497

6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

Total Operating Expenses
Operating Income (Loss) $

5,114,006
587,425 $

(48.531)
48,531 s

5,065,475
635,956 $

1,354,876
2,097,397 $

6,420,351
2,733,353

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 2

ADJ #
1 Management Fees
2 Depreciation Expense
3 Property Taxes
4 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . SUN CID WEST WATER
DocketNo. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

LINE
no. DESCRIPTiON

[A]
COMPANY
AS FILED

[B]
Tank Mai ft.

ADJ #1

[C]
Depreciation Exp.

ADJ #2

[D]
Property Taxes

ADJ #3

[E]
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 5,661,030
40,401

$ $ $ $ $
$
$
$

5,661,030
40,401

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 5,701,431 $ s $ $ 5,701,431

$ $ $ $ $

(181,751)
155,593

557

703,217
(2,690)

830,074
227,889

4.391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,479,134
180,453
65,832

(346,989)

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-property Taxes
24 General Taxes-Other
25 Income Taxes
26
27
28
29
30
31
32
33
34
35
36
38
39
40
41

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
247,328

1,323,541
179,896
65,832

(324,059) (22,930)

42 Total Operating Expenses
43 Operating Income (Loss)

$
$

5,114,006
587,425

$
$

(181,751)
181,751

$
$

155,593
(155,593)

$
$

557
(557)

$
$

(22,930)
22,930

$
$

5,065,475
635,956



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut tal  Schedule GTM-12

OP E RA TI NG I NCOME ADJUSTMENT #1 -  MAINTENANCE A C C R U A L

LINE
n o . DESCRIPTION

[A]
COM P A NY
P R O P O S E D

[B]
S TA FF

A DJ US TME NTS

[C]
S T A F F

R E C O M M E N D E D

1 Maintenance Expense $ 247,328 $ (181,751) $ 65,577

Repair and Maintenance ExDenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

37,609
48, 820

110, 302
196,731



ARIZONA-AMERICAN WATER COMPANY SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LINE ACCT.
n o . n o . DESCRIPTION

[A ]
PLANT

BALANCE

[B]
DEPRECIATION

RATE

[CI
DEPRECIATION

EXPENSE

20,086
1.346

11,651
44,957

7,620,981
224,821

90,867

190,525
3,755
1,517

16,828 77g

1
2
3
4
5
6
7
B
g

10
11
12
13
14
15
16
17
18
19

2,587,380
36,044

5,105,926
4,505

169,596

65,202
1 ,593

225,682
225

8,502

6,346,603
836,735

13,055,020
616

409,389
252,698

159
7,342,742
1 ,755,083

147,291
1,835,680

448,070
13,973

199,742
9

6,264
3.866

3
182,100
44,078
3.697

36,714

PLANTHV
301000
302000
303200
303300
303500
303800
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500

0
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SERVICE;
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land 8- Land Rights AG
Struck & Imp SS
Struck & Imp P
Struck & Imp WT
Struck & Imp TD
Struck & Imp Offices
Struck & Imp Misc
Collect s. Impounding
Wells 8. Springs
Power Generat ion Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Media
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classif ied by Size
TD Mains min & Less
TD Mains Bin to bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installat ions
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture gt Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

20,787
46,715
225,177
21,027

142
19,641
1.606

161,885
163,135
18338

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1.57%
1.67%
2.00%
4.63%
0.00%
0.00%
2.52%
4.42%
4.42%
5.00%
5.01%
5.00%
7.06%
1.57%
1.53%
1.53%
1.53%
1.53%
1.53%
2.48%
2.51%
2.51%
2.00%
0.00%
2.00%
4.59%
10.00%
20.00%
15.00%
3.91%
4.02%
3.71%
5.02%
10.30%
4.93%

954
4,672
45,035
3,154

6
790
60

8.127
16,803

66

304620
331001
340100
340200
340300
340300
343000
346100
345300

22,828 14.28%
1.53%
4.59%

10.00%
25.00%
25.00%
4.02%

10.30%
4.93%
3.22%

3,260Struck & Imp Leasehold
Mains
Office Furniture & Equip
Comp s. Periph Equip
Computer Software
Computer Software Other
Tools,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other
Total Plant in Service

113,033
45,973

180,903
4.699
:4.a64

18,698
493

48,970,057

5,188
4,597

45,226
1,17s

155
1,926

24
1,577,512

301000
302000
303200
303300
304620

0.00%
0.00%
0.00%
0.00%

14.28%
$

20,086
1.346

11,651
44,957
22,828

48,869,189 $
3,260

1,574,252
3.22%

s 37,865 $
$

97,158
1,220

1,479,134
1,323,541

155,593

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
86
67
68
69
70

Less Non Depreciable Plant
Organization
Franchises
Land & Land Rights SS
Land a Land Rights P
Struck & Imp Leasehold
Net Depreciable Plant and Depreciat ion Amounts
Composite Depreciat ion Rate
Less
Amortization of Regulatory CIAC at Sett lement Rate
Amortization of CIAC at Composite Rate
Staf f  Recommended Depredat ion Expense
Company Proposed Depreciat ion Expense
Staff Adjustment s

Col A
Col B
Col C

References:
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col lAi limes Col [B] |



STAFF
RECOMMENDED

LINE
NO. DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 . PROPERTY TAX EXPENSE

[A] [B]

$ 5,701 ,431
2

11,402,862
5,701,431

17,104,293
3

5,701 ,431
2

11,402,862
13,454

$ 5,701 ,431
2

11,402,862
9,153,704

20,556,566
3

6,852,189
2

13,704,378
13,454

11,416,316
0.23

2,625,753
6.87%

180,453
179,896

557

13,717,832
0.230

3,155,101
6.87%

$
$
$

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to increase in Revenue Requirement

$
$
$

216,832
180,453
36,379

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

36,379
3,452,273
1 ,05377%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY .. SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T  #4 -  I N C OM E T A XES

L I N E  AC C T
n o . n o . D ESC R I PT I ON

[ A]
C O M P A N Y
P R O P O S E D

1 Income Taxes s  ( 3 2 4 , 0 5 9 )

[ B ]
S T A F F

A D J U S T M E N T S

$ (22,930)

[ C ]
S T A F F

R E C O M M E N D E D

$ (346, 989)

References :
Co lumn (A) ,  Company  Schedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1 - WORKING CAPITAL
6 RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC
7 RATE BASE ADJUSTMENT #3 - DEFERRED DEBITS
8 RATE BASE ADJUSTMENT #4 - AIAC IN CWIP
g NOT USED

10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - DEPRECIATION EXPENSE
13 OPERATING INCOME ADJUSTMENT #2 - PROPERTY TAX EXPENSE
14 OPERATING INCOME ADJUSTMENT # - INCOME TAX EXPENSE



$ 216,734216,734$

ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTrAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

$ $

$

$

$

$

s

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / LI )

$

1,527,454

(38,553)

-2.52%

1,527,454

(38,553)

-2.52%

1 ,428,225

(47,649)

-3.34%

1,428,225

(47,649)

-3.34%

4 8.40% 8.40% 7.34% 7.34%

5 $

$

$

$

$

$

$

$6

128,305

166,859

1 .6674

128,306

166,859

1 .6674

104,832

152,480

1.4214

104,832

152,480

1.4214
7

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (L5 - L2)

Gross Revenue Conversion Factor

8 $ 278,209 $ 278,209

g $

$

$

$

$

$

$

$10

426,900

705,109

65.17%

426,900

705,109

65.17%

426,900

643,634

50.77%

426,900

643,634

50.77%
11

12

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + L9)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB~3, and GWB-10



Test Year
Tubae Tubae Tubac

Only
s
s
s

426_900
516,070
45560

s
69S80%

s
6.9680%

s (134,731 )
6.968G%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
$

(9,388)
(125,343)

(7,500)
(6,250)
(8,500)
(9,884)

s
s
s
s
$
s
s
s (32,134)

s s s (41 ,522)

Tubae
Combinesi

Tubae
Only

$
s
s

Tubae
Only

543,634
520,292
45,560

$
s
s

643.634
520,293

45,560
s 77.760

6.9680%
s 77.760

e.9e8ov
5.41a

72.342
7,500
s_58s

13 085

s
s
s
s
s
s
s
s

18,504s

ARIZONA-AMERICAN WATER COMPANY .. TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2oo1

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D) [E] IF]
LINE
n o . DESCRIPTION

1
2
3
4
5
6

Calculation of GrossRevenueConversion Factor.
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (Ls . L4)
Revenue Conversion Factor (LI I LE)

100.0000%
0.0000%

100.0000%
296462°/o
700353B%
1.421388

100.000D%
2B24B5%
71 7515%
D0ooo%

7
B
9

10
11

Calculation of Uncollecttible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 . LB )
Uncollectibie Rate
Uncollectible Factor (Ls ' L10 ) 0.0000%

1D00000%
69550°/v

9330320%
22.B744%
21.2BC5%

12
13
14
15
16
17

Calculation of Efiedive Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxab\e Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16) 28.24B5% 0.D194B0227

1D0.DG00%
2B.24B5%
71 7515%

1.94BO%
1 .3977%

Calculation of Effective Pfopertv TaxFactor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (GTM-14, L24)
22 Effective Property Tax Factor (L20'L21)
23 Combined Federal and State income Tax and Property Tax Rate (L17+L22)

29.6462%

$
$

104,532
(47,549)

24 Required Operating Income (Schedule GWB-1, Line 5)
25 AdjustedTest year Operating Income (Loss) (Schedule GWB-10, Line 29)
26 Required Increase in Operating income (L24 - L25) s 152,480

s
$

18,504
(41,522)

27
28
29

Income Taxes on Recommended Revenue (Col. (F). L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ 60.026

s 643,634
0D000%

$
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Uncollerxible Rate (Line 10)
32 Uncol\ec1ible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Year UncoWectibe Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. s

s
s

29.563
25.341

35
35
37

Property Tax with RecommendedRevenue (GTM-15, 20)
PropertyTax on Test Year Revenue (GTM-15,Col A, L15)
lnclease in Property TaxDue to Increase in Revenue (L35-L35) s 4,222

38 Total Required lnclease in Revenue (L26 + L29 + L37) s 216,728

(A) (B) r x (D) IE]
Staff Recommended

19
I

s
s
s
s
s
s
s

s_418
72.342

7,500
s_sa5

22.8744%

Calculation of Income Tax:
39 Revenue (Sch GWB-1, Col. [C] Ls & 10)
40 Operating Expenses Excluding Income Taxes
41 Synchronized Interest (L5S)
42 Arizona Taxable Income (L39 - L40 - L41 )
43 Anzona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable lnoome (L43 - L44)
be Federal Tax on First Income Bracket (S1 - 550.000) @ 15%
47 Federal Tax on Second Income Bracket ($50,0D1 - $75,D00) @25%
48 Federal Tax on Third Income Bracket ($75,0D1 - $100,0D0) @ 34%
49 Federal Tax on Fourth Income Bradset ($100,001 - S335,000) @ 39%
so Federal Tax on Fmh Income Bracket ($335,001 -s10,000,000I @ 34%
51 Total Fedelal Income Tax
52 Combined Federal and Stale Income Tax (L44 + L51)

I
53 Effective Tax Rate
54
55

22.8744%

I Tubae
Combined Tubae I

s
Tubac |
1_428_225

3.1900%
45,560 ls

v Calculation of Inheres! Svnchmnization:
56 Rate Base (Schedule GWB-3, Col. (C). Line 18)
57 Weighted Average Cost of Debt
58 Synchronized Interest (L45 X L46)

Rate Base
s

Percent
0.00%

1 of. 00%
100 00%s

59
60
GO

Calculation of RateBase Percentages
(Col. lBs. L 57)
(Col. [q_ L57)
Totals

1 ,42B,225
1 ,42B,225



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B)
STAFF

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS ADJUSTED

$ $
1
2
3

Plant in Service
Less; Accumulated Depreciation
Net Plant in Service $

3,423,384
939,364

2,484,020 $ $

3,423,384
939.364

2,484,020

LESS."

$ $4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

195
17

178

17

7 Advances in Aid of Construction (AIAC) 1,042,125 20,266 1.062.391

8 Imputed Reg AIAC 14,087 14.087

9 Imputed Reg CIAC 58,023 58.023

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

(46,088)
540

(46,088)

11 Cash Working Capital 40,665 (13,754) 26.911

1,598

1 ,445

12 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits 54,503 (51,122)

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 1,527,454 $ (99,229) $ 1 ,428,225

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)

Illll



ADJ #
1
2
3
4

References:
Schedule GWB-5
Schedule GWB-6
Schedule GWB-7
Schedule GWB-8

Working Capital
Imputed Reg AIAC
Deferred Debits
CIAC/AIAC inn CWIP

ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-0B-0227
Test Year Ended December 31, 2007

Schedule GWB-4
SURREBUIITAL

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

[A]
COMPANY
AS FILED

[B]

ADJ #1

[Cl

ADJ #2

ID]

ADJ #3

[E]

ADJ #4

[F]
STAFF

ADJUSTEDLINE
n o .

ACCT.
no . DESCRIPTION

PLANT IN SERVICE;
1
2
3
4
5

557
2.030

20,414
50
50

422
2,155

25,292
14,508

567
z,030

20,414
50
50

422
2,755

25,292
14,608

B
7
8
9

10 155
498

156
49a

11
12

238,951
4,asz

281 ,109
879

403,824
55,863

151,203
301,123
874,455
390,385

238,951
4,a32

281 ,109
879

403,824
55,863

151 ,203
301,123
874,455
390,385

401,618
99,052
20,327
78,367

401 ,618
99,052
20,327
78,367

5,453
1.336

17,166

5,453
1,336

17,166

0
14,442

0
14,442

301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land & Land Rights P
303400 Land & Land Rights \NT
303500 Land a Land Rights TD
303800 Land & Land Rights AG
304100 swuci & Imp SS
304200 Struck & Imp P
304300 Struct a. Imp WT
304400 Struck & Imp TD
304600 Struck & Imp Offices
304800 Stud & Imp Misc
305000 Collect & impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Eleclxic
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 \NT Equip Non-Media
330000 Dist Reservoirs & Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min & Less
331200 TD Mains Sin to Bin
331300 TD Mains 10in to 16in
333000 Sewioes
334100 Meters
334200 Meter Installations
335000 Hydrants
339100 Othber P/E Intangible
339500 Other P/E TD
340100 Office Furniture & Equip
340200 Comp & Periph Equip
341100 Trans Equip Lt Duty Trks
341200 Trans Equip Hvy Duty Trks
342000 Stores Equipment
343000 Tools,Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

1,9sz
659

1 .932
659

793
793

3.927
1.597
6.285

163
134
650

17

$
s
s
$
$
s
s
$
s
s
s
s
$
s
$
$
$
$
$
s
$
s
$
$
$
$
$
s
$
$
$
s
s
$
$
s
$
$
$
s
$
$
$
$
s
$
$
$
$
$
s
$
$

3,921
1,591
8,285

163
134
850

17

13
14
15
16
17
18
19
20
21
22
23
24
25
25
27
CB
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

CORPORATE ALLOCATION
304620 Struck & Imp Leasehold
331001 Mains
340100 Office Furniture & Equip
340200 Comp a. Perish Equip
340300 Computer Software
340300 Computer Sohwale-Other
343000 Tools,Shop,Garage Equip
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

0
Total Plant in Service 3,423,384

3,423,384

13,567 939,354
2,4B4,021Accumulated Depreciation

Net Plant in Service (L5B - L 59) s
939,364

2,484_021 s s s s $

$ $ s s s
195

17
17B

1,042,125
20,266

14,087

195
17

178
1,062,391

14.087
58,023

(46,088)
540

58,023
(46,088)

540

40,555 (13,754)
26,911

1,445
1,59a

1,445
1,598

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
18
17
LB
19
20
21
22
23

LESS
Contributions in Aid of Construction (ClAy)

Less: Accumulated Amortization
Net CIAC (LBS . L54)

Advances in Aid of Construction (AIAC)
imputed Reg Advances
Imputed Reg CIAC
Deferred Income Tax Credits (Debits)
Meter Deposits
ADD:
Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base $

54,503
1 ,527,455 $ (13,754) $ (14,087) $

(51,122)
(51,122l $ (20,266) s

3,381
1,428,226

24
25
26
27

l l l H I I l ulllllllul IH I'll\I Il l I'll_



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A~08~0227
Test Year Ended December 31, zo01

Schedule GWB 5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 . WORKING CAPITAL

[A] [Bl [D] [E]

LINE
no. DESCRIPTION

COMPANY
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LAG

DAYS
DOLLAR

DAYS

131,823 $ 131,623 1,579,411

*

25,631
2,190

(27)
87,180
24,921
28,546

1,4a0
5,049

11,644
4,146
a,811

49,935
17,394
2 5 , w
11,078

(41 ,522)

$
s
$
s
$
$
$
$
s
$
$
$
$
$
$
$
$
$

830,957
62,357

(810)
(338,258)
(115,sa5)

1 ,284,592
44,400

227,205
88.864

(44,279)
264,330

1 ,498,059
521 ,820

5,385,060
173,370

(1,745,572)

*

*

*

s
$
$
s
$
$
$
$
$
$
$
s
$
$
$
$
$
$

25,831
z,190

(27)
87,1BD
24,921
2a,54s

1,480
5,049

11,644
4,146
8,B11

49,935
17,394
26,350
11,078

(52,178)

(1 ,0O8)

10,658
4

12.00
86.87
32.42
28.47
30.00
(3.88)

(4.64)
4 5 . 0 0
3 0 . 0 0
4 5 . 0 0

7 . 46
( 10. 68)
3 0 . 0 0
3 0 . 0 0
3 0 . 0 0

2 1 2 . 5 0
1 5 . 6 5
4 2 . 0 4

1 0 6 . 5 2
7 6 4 . 7 3

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance OtherThan Group
Customer Accounting
Rents
General Of lice Expense
Miscellaneous
Maintenance Expense
Taxes Other Than lncomeProperty Taxes
Taxes Other Than Income-Other
Income Taxes
Interest
Total Operating Expenses 383,774 9_s4a 393,422 9,713,931

1
2
3
4
5
6
7
8
9

1 0
1 1
1 2
1 3
14
1 5
1 5
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
3 5
KG

Expense Lag
Revenue Lag
Net Lag
Staff AdjustedExpenses
Cash Working Capital
Company As Field
Staff Adjustment

Line 21, Col. (E) / Col [C]
Company Workpapers
Line 24 . 23
Line 20, Col 35
Line 25 ' Line 26/365 da)
Co Schedule B-5
To GWB_4

24.69
49.66
24.97

393,422
26,911
40,655

(13,754)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
Column [81; Column [C] ' Column [D]



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- e
SURREBUTTAL

RATE BASE ADJUSTMENT #2 . IMPUTED REGULATORY AIAC

[B] [C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2005
2007

ADVANCE
AMOUNT

$ 170,081

CIAC
AMORTIZED

(D)
CIAC

REMAING
BALANCE
$ 1701081

144.918
118.752
92,586
66,419
40,253
14,087

$ 14,087$ 170,081 $

25,163
26,166
26,166
26,166
26,166
26,166

155,994

LINE
MQ DESCRIPTION
1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
e
7
8
9
10

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment $ $ 14,087

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 87093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization,



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB 7
SURREBUII'llAL

RATE BASE ADJUSTMENT #3 . DEFERRED DEBITS

[B]

2007

LINE
4 DESCRIPTION

1 Al December 31, 2007
6 $

[A]
COMPANY

AS
FILED

54,503
54,503

STAFF
ADJUSTMENTS

(51 ,122)
(51 ,122) s$

[C]
STAFF

AS
ADJUSTED

3.381
105,625

REFERENCES;
Columns [A]: Company schedules
Column [B]; Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY .. TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . AIAC IN CWIP

ACCT
no . Description

[A]
COMPANY

AS
FILED

[8] [C]
STAFF

AS
ADJUSTED

AlAC 1,042,125

STAFF
ADJUSTMENTS

$ 20,266
$ 1.062.391

Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT n TEST YEAR AND STAFF RECOMMENDED

[A] IB] [D] [E]

LINE
NO. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 423,061
3,839

$ $ 423,061
3,839

$ 216,734 $ 639,795
3,839

1
2
3
4
5

W ater Revenues
Other Revenues
Other
Total Operating Revenues $ 426,900 $ $ 426,900 $ 216,734 s 643,634

131,623 $ 131,623 $ $ 131,623

#

(552)
(1 ,008) 4,222

25,631
2,190

(27)
87,180
24,921
28,546

1,480
5,049

11,644
4,146
8,811

49,935
17,394
81,127
29,563
11,078
18,504

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property
General Taxes-Other
Income Taxes

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

25,631
2,190

(27)
87,180
24,921
28,546
1,480
5,049

11,644
4.146
8,811

49,935
17,394
81 ,679
26,350
11,078

(52,178) 10,656

25,631
2,190

(27)
87,180
24,921
28,546
1,480
5,049

11,844
4,146
8,811

49,935
17,394
81 ,127
25,341
11,078

(41 ,522) 60,026

6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
28
29
30

Total Operating Expenses
Operating Income (Loss) $

455,453
(38,553) $

9,096
(9,096) s

474,549
(47,649) $

64,248
152,486 $

538,796
104,838

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14

ADJ #
1 Depreciation Expense
2 Property Taxes
3 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

LINE
no . DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Depreciation Exp.

ADJ #1

[C]
Property Taxes

ADJ #2

[D]
Income Taxes

ADJ #3

[E]
STAFF

ADJUSTED

$ 423,061
3.839

$ $ $ $
$
$
$

423,051
3.839

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 426,900 $ $ $ 426,900

$ 131,623 $ $ $ 131.623

(552)
(1 ,008)

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property
24 General Taxes-Other
25 Income Taxes
26
27

25,631
2.190

(27)
87,180
24,921
28.546

1.480
5.049

11.844
4.148
8.811

49,935
17.394
81.879
26,350
11.078

(52,178) 10,656

25,631
2,190

(27)
87,180
24,921
28,546

1,480
5,049

11,644
4,146
8,811

49,935
17,394
81 ,127
25,341
11,078

(41,522)

28 Total Operating Expenses
29 Operating Income (Loss)

$
$

465,453
(38,553)

$
$

(552)
552

$
$

(1,008)
1,008

$
$

10,656
(10,656)

$
$

474,549
(47,649)



ARIZONA-AMERICAN WATER com PANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December31, 2007

Surrebuttal Schedule GTM-12

OPERATING ADJUSTMENT #1- DEPRECIATION EXPENSE

LINE
no.

ACCT.
n o . DESCRIPTION

[A]
PLANT

BALANCE

[B]
DEPRECIATION

RATE

[C]
DEPRECIATION

EXPENSE

567
2,0so

20,414
50
50

422
2,755

25,292
14,508

559
323

156
498

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.21%
2.21%
2.21%
2.21%
2.21%

3
11

238,951
4,832

281 ,1 as
879

403,824
55,863

151,203
301,123
874,455
390,385

7.360
205

11 .919
37

17.122
3.944
2,449
5,932

17.227
7.691

401 ,el s
99,052
20,327
78,367

9,840
2,397

492
1 ,544

5,453
1,336

17,186

179
134

3,433

0
14,442

0
518

PLANT IN
301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
345300

SERVICE:
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land s. Land Rights WT
Land 8- Land Rights TD
Land a. Land Rights AG
Struck 8» imp SS
Struct 8- Imp P
Struck & Imp WT
Struck & Imp TD
Struck & Imp Offices
Struct 8- Imp Misc
Collect 8- Impounding
Wells a. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min 8- Less
TD Mains Sin to bin
TD Mains 10in to 16in
Sewioes
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

1.932
659

0.00%
3.08%
4.24%
4.24%
4.24%
4.24%
7.05%
1 .62%
1,97%
1.97%
1.97%
2.34%
2.45%
2.42%
2.42%
1,97%
0.00%
0.00%
3.28%
10.00%
20.00%
15.00%
3.59%
3.59%
0.00%
4.64%
5.03%
4.93%

97
32

CORPORA TE A
304620
331001
M0100
340200
340300
340300
M3000
346100
346300

793 14.28%
1.97%
3.28%
10.00%
25.00%
25.00%
3.59%
5,03%
4.93%
2.79%

113
LLOCATION

Stnuct & Imp Leasehold
Mains
Office Fumilure & Equip
Comp & Periph Equip
Computer Software
Computer Software-Other
Tools,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other
Total Plant in Service

3,927
1,597
s,2a5

163
134
650

17
3,423,384

129
160

1,511
41

5
33

1
95,501

301000
302000
303200
303300
303400
303500
303500
304520 0 113

95,387$

567
2,030

20,414
50
50

422
2,755

793
3,396,303 $

2.81%

s 195 $
$

14,358
5

81 ,127
81 ,679

(552)

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
1 B
19
20
21
22
23
24
25
26
27
pa
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
4B
49
50
51
52
53
54
55
56
57
55
59
60
S1
62
63
S4
65
66
67
68
89
70
71
72
73

Less Non Depreciable Plant
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WT
Land & Land Rights TD
Land & Land Rights AG
Struck a. Imp Leasehold
Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

Col A
Col B
Col C

References:
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated plant
Col lAi times Col [BI |



STAFF
RECOMMENDED

LINE
NO. I DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2 n PROPERTY TAX EXPENSE

[A] [BI

$ 426,900
2

853,800
426,900

1 ,280,700
3

426,900
2

853,800
13,454

S 426,900
2

853,800
643,634

1 ,497,434
3

499,145
2

998,289
13,454

867,254
0.23

199,468
12.70%
25,341
26,350

1,011,743
0.230

232,701
12.70%

$
$
s (1,008)

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 I Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

29,563
25,341

4,zz2

22
23
24

Increase in Property Tax .Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

4,222
216,734

1.94802%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING INCOME ADJUSTMENT #3 .. INCOME TAXES

LINE ACCT
NO. n o . DESCRIPTION

MI
COMPANY
PROPOSED

[C]
STAFF

RECOMMENDED

1 Income Taxes $ (52,178)

[B]
ST AFF

ADJUST MENT S

$ 10,656 $ (41 ,522)

References:
Column (A), Company Schedule C-2
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)
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EXECUTIVE SUMMARY
ARIZONA AMERICAN WATER COMPANY

DOCKET nos. W-01303A-08-0227
AND SW-01303A-08-0227

The Surrebuttal Testimony of Staff witness Gary T. McMurry addresses the following issues :

Test Year Operating Income - The adjusted test year operating income for Staff and the
Company by system are as follows:

System
Agua Fria
Havasu
Mohave Water
Mohave WW
Paradise Valley
Sun City West
Tubac

Company
$2,601,288

(S 131,419)
s 37,140
$ 15,619
$1,552,497
$ 587,425

($ 38,553)

Staff
$2,819,140
$ 31,245
$ 513,875
s 115,161
$1,867,671
$ 637,152
(S 47,649)

Total $4,624, 069 $5,936,595

The primary differences in test year operating income for between Staff and the Company relate
to Chemical, Tank Maintenance, and Depreciation Expenses. Staff agrees with the Company's
test year revenues.

Response to the Rebuttal Testimony of Mr. G. Troy Day:

Tank Maintenance - Staff continues to recommend normalization of the past three years'
recorded expenses. The Company's proposal to recover estimated tank maintenance costs
is not adequately supported, includes future inflationary costs, and among other concerns,
assumes that its costs are the same as the unauthorized proposed costs of another utility.
Staff reserves the right to revisit this issue subject to further discovery.

Staff response to Rebuttal Testimony of Ms. Sheryl L. Hubbard:

Depreciation Expense - The reason for differences between the Staff and Company's
depreciation expense are due to differences in rate base and depreciation rates.

Chemical Expense
chemical expense.

Staff agrees with the Company's rebuttal position amount for2.

3.

1.

1.

Fuel and Power Adjustor Mechanism - The Company proposes to establish a fuel and
power adjustor mechanism. Unlike other decisions, where an adjustment mechanism has
been approved, the Company failed to provide adequate support for the expense's volatility
and its impact on the Company's overall financial performance. Staff recommends denial



of the adjustor mechanism because of Staffs concern for piecemeal regulation inherent in
adjustment mechanisms.



Surrebuttal Testimony of Gary T. McMurry
Docket No. W-01303A-08-0227 et al
Page 1

1 I. INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3

4

5

My name is Gary T. McMurry. I am a Public Utilit ies Analyst  W employed by the

Arizona Corporation Commission ("ACC" or "Commission") in the Utilities Division

("Staff"). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q- Are you the same G.ary T. McMurry who filed Direct Testimony in this case?

6

7

8

9

Yes, I am.

10 Q- What is the purpose of your testimony in this case?

11

12

13

The purpose of my Surrebuttal Testimony in this proceeding is to respond to the Rebuttal

Testimony of Arizona-American Water Company ("Arizona-America" or "Company")

witnesses G. Troy Day and Sheryl L. Hubbard regarding test year operating revenues and

expenses and fuel and power adjustment mechanism.14

15

16 11. RESPONSE TO MR. G. TROY DAY'S REBUTTAL TESTIMONY

Tank Maintenance

Q- Did the Company in its Rebuttal Testimony propose a new Tank-Maintenance

program and related costs not mentioned in its Direct Testimony?

17

18

19

20 Yes.

21

22 Q- Please explain the Company's proposed tank maintenance program and how it

calculated the relate costs.23

24

25

26

A.

A.

A.

A.

A. The Company proposes a maintenance schedule for a storage tank that includes recoating

the interiors every 14 years and painting the exteriors every 14 years. The Company

claims that the proposed interior and exterior maintenance schedules are adapted from its



Surrebuttal Testimony of Gary T. McMurry
Docket No. W-01303A-08-0227 et al
Page 2

1

2

3

4

Missouri Arizona-American affiliate where average interior maintenance interval is eight

years  and the average externa l interva l is  12 years . T he Company modif ied the

maintenance intervals to reflect its experience with the Arizona climate and water quality

characteristics.1

5

6 Q-

7

What information did the Company provide to show the calculation of its proposed

costs for its revised tank maintenance program?

8

9

10

11

12

13

According to Mr. Day, the Company calculated the cost for interior coating by applying a

rate of $4.22 per square foot and the cost for the exterior painting by applying a rate of

$1.68 per square foot. This calculation is shown in detail in Exhibit GTD-Rl, Page 2 of

Mr. Day's rebuttal and is summarized in Exhibit GTD-Rl,  Page 3.  Page 1 of Exhibit

GTD-Rl shows the Company's est imated cost  for  inspecting (evaluation and report ,

washout and disinfection) tanks. No inspection frequency is specified.

14

15 Q- What is the source for the interior coating and exterior painting rates the Company

16 uses in the calculation of its proposed tank maintenance expense?

17

18

The Company uses the high end of the range of rates (interior ,  $3.83 - $4.22/sq.  ft . ,

exterior, $1 .58 - $1 .68/ sq. 8) Arizona Water Company claims for 2008 costs.2

19

20 Q- Does Exhibit GTD-R1 fully explain the Company's proposed costs?

21

22

23

24

25

No. The Colnpany's rebuttal includes in aggregate for all six water systems pro forma

adjustments of $376,957 for tank maintenance. The proposed pro forma allowance would

provide $5,277,398 over 14 years. Exhibit GTD-Rl, Page 3 shows the cost over the 15-

year period 2009 through 2023 is $4,400,281 for interior coating and exterior painting.

The $877,117 difference between the pro forma request and the calculation on Exhibit

A.

A.

A.

1 G. Troy Day Surrebuttal at 3.
2 Docket No. W-01445A-08-0440, Fredrick K. Sclmeider, direct, p.24-25.
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1

2

3

4

5

6

GTD-R1, Page 3 is unexplained except that at least part of the difference represents

inspection costs. Exhibit GTD-Rl, Page 1 shows the total inspection cost is $217,250

(Eastern Division, $128,705 and Central Division, $88,545) - as previously noted, the

inspection frequency is not specified. The discrepancy between the 15-year  cost  in

Exhibit GTD-Rl, Page 3 and the 14-year maintenance cycle is not explained and should

be part of any reconciliation of the difference.

7

8

9

10

Q. Does Staff have any comments regarding the $4,400,281 15-year maintenance cost

shown in Exhibit GTD-R1, Page 3?

11

12

13

14

15

16

Yes. F ir s t ,  t he cos t s  a r e inf la t ed a t  a  compounded a nnua l  r a t e of  3 .0  per cent .

Accordingly, the costs for the year 2023 are inflated over the 2008 amount by a factor of

1.0315 or 1.558. Thus, the calculation reflects future costs instead of historical test year

costs. These projected, inflated amounts are not known and measurable and should be

rejected. Furthermore, even if recognition of future, inflated costs was appropriate, the

inflationary period should be consistent with the number of years the rates are expect to be

in place before a subsequent rate case.

17

18

19

20

21

22

Q- Does Staff have other concerns regarding the Company proposed maintenance costs?

Yes. First, Arizona-American has not explained why Arizona Water Company's claimed

costs are representative of Arizona-American's costs nor has it shown that the costs are

directly comparable (include identical items). Second,  the costs claimed by Arizona

Water Company have not been adopted by the Commission.

23

24 Q- What does Staff recommend regarding the tank maintenance?

25

26

A.

A.

A. Staff continues to recommend the normalized historical costs as presented in its direct

testimony. However, Staff does perceive potential merit to the Company proposed plan
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1

2

with appropriate support and modifications. Accordingly, Staff reserves the right to

revisit this issue subject to further discovery.

3

4 111. RESPONSE TO Ms. SHERYL L. HUBBARD'S REBUTTAL TESTIMONY

5

6

Depreciation Expense

Q, What are the Company rebuttal and Staff surrebuttal depreciation expenses by

7

8

9

system?

The following chart shows the Company's rebuttal and Staffs surrebuttal depreciation

expenses by system.

10

11
12
13
14
15
16
17
18
19

Agua Fria
Havasu
Mohave Water
Mohave WW
Paradise Valley
Sun City West
Tubac

Company
Rebuttal
4,397,190

291,351
883,235
248,398

1,615,824
1,323,541

81,127

Staff
Surrebuttal
4,071,081

187,656
554,265
29,337

1,643,187
1,479,023

81,127

20

21

22

23

24

Q- What are the reasons for the differences in depreciation expense between the

Company's Rebuttal Testimony and Staffs Surrebuttal Testimony?

25

26

The differences in depreciation expense are attributable to differences in depreciable plant

and depreciation rates, including the amortization rate for contributions-in-aid-of-

construction ("CIAC").

27 Chemical Expense

28 Q, Does Staff agree with the Company's rebuttal position regarding chemical expense?

29

30

A.

A.

A. Yes. The Company's original application included a double count of some chemical

expenses in the Agua Fria and Paradise Valley Districts. Staffs Direct Testimony
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1

2

3

4

included an adjustment to remove the double count.  However,  Staffs adjustment also

contained an error. The Company's rebuttal position rectifies both errors. Staff agrees

with the Company that the Chemical Expenses for the Agua Fria and the Paradise Valley

Districts are $981,390 and 185,037, respectively.

5

6 Q~ Does Staff agree with the Company's rebuttal position regarding chemical expense

including the Company's proposed amortization of deferred Arsenic O&M for the

Havasu District?

7

8

9

10

11

12

13

14

Yes. Mr. Broderick proposed in his Direct Testimony to amortize Havasu's deferred

arsenic O&M costs over  12 years. Decision No.  69162,  dated December  5,  2006,

authorized the deferral of these arsenic costs. However, in preparation of the schedules

for the original rate filing, the amortization of deferred arsenic O&M costs was omitted.

The Company corrected the oversight in the schedules submitted in Rebuttal Testimony.

The proposed annual amortization of deferred arsenic O&M costs is $7,916 ($94,996 +

12).

Property Taxes

15

16

17

18

19

20

Q. Does the Company refute Staff's recommendations with respect to property taxes?

21

A. No. The Company notes that Staffs proposed adjustments to property taxes reflect the

confonning adjustment necessary to account for the difference between the Company's

and Staff" s revenue requirement.

22

A.
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I Income Taxes

2 Q Does the Company refute Staff's recommendations with respect to income taxes?

No. The Company notes that Staffs proposed adjustments to income taxes reflect the

confonning adjustment necessary to account for the difference between the Company's

and Staff' s revenue requirement

7 Fuel and Power Adjustor Mechanism

8 Q Is the Company proposing any expense adjustor mechanism?

Yes. The Company is proposing a fuel and power adjustor mechanism

11 Q What reason has the Company given to support its request for a fuel and power

adjustment mechanism?

The Company supports its request for a fuel and power adjustment mechanism citing that

power costs are a significant portion of its operating expenses

16 Q Does the mere significance of a particular expense warrant establishment of an

adjustment mechanism?

No. Other criteria such as volatility and ability to control should also be considered

Furthermore, a concern for piecemeal regulation is inherent in adjustment mechanisms

i.e., an adjustor mechanism has the potential to automatically increase rates due to an

increase in one particular expense without the simultaneous consideration of changes in

other costs that may have declined or revenues that may have increased. In other words

an adjustment mechanism has the built-in potential to allow a company to increase rates

based on certain isolated costs when its other costs may be declining resulting in increased

income. In addition, adjustment mechanisms may also provide a disincentive for a utility

to obtain the lowest possible cost commodity when the costs are simply passed through to
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1

2

the ratepayer. Accordingly, Staff recommends denial of the Company's request for a fuel

and power adjustment mechanism.

3

4 Q- Does this conclude your Surrebuttal Testimony?

5 A. Yes, it does.
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1

2

INTRODUCTION

Q- Please state your name and address.

3 My name is  David C.  Purcell. I am President  and Senior  Economist  of Technical

4 Associates, Inc. My business address is 1051 East Cary Street, Suite 601, Richmond,

Virginia 23219.5

6

Q- Are you the same David C. Parcell who filed Direct Testimony on behalf of the

Commission Staff in this proceeding?

Yes, I am.

Q- What is the purpose of your current testimony?

7

8

9

10

11

12

13

14

My current testimony is Surrebuttal Testimony in response to the Rebuttal Testimony of

Arizona-American Water witness Bente Villadsen.

15

16

Q- How is your Surrebuttal Testimony organized?

My Surrebuttal Testimony first responds to the Rebuttal Testimony of Dr. Villadsen.

Next,  I update my Exhibits contained in my Direct  Testimony and update my DCF,

CAPM, and CE analyses.

17

18

19

20 RESPONSE TO REBUTTAL TESTIMONY OF BENTE VILLADSEN

21 Q,

22

Please describe the issues raised in Dr. Villadsen's Rebuttal Testimony that you are

responding to in this Surrebuttal Testimony.

23

24

My response to Dr.  Villadsen's Rebuttal Testimony generally follows the format she

utilizes and is organized into the following topics:

25

26
27

A.

A.

A.

A.

A.

General comments
Financial risk issues
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1

2

3

Discounted Cash Flow Issues
Capital Asset Pricing Model Issues
Comparable Earnings Method Issues

4

5 General Comments

6 Q- Do you have any general comments about the Rebuttal Testimony of Dr. Villadsen?

7

8

9

10

11

12

Yes, I do. Dr. Villadsen makes several references to a November 28, 2008 long-term debt

issuance by American Water  Capital Corporation ("AWC" the financing affilia te of

AAWC) at a cost rate of 10 percent. She then repeatedly implies that this 10 percent cost

rate for this long-term debt issue provides a standard for the cost of common equity for

AAWC in this proceeding.

13 Q. Do

14

you agree with this proposed connection between AWC's cost of this debt

issuance and the cost of equity for AAWC?

15

16

17

18

19

No, I do not. The relevant cost of long-term debt to AAWC, relative to this proceeding, is

the 5.463 percent embedded cost of long-term debt, which was represented by AAWC to

be its total cost of long-tenn debt as projected to December 31, 2008. This cost rate is

properly and completely included in the total cost of capital for AAWC that I and other

cost of capital witnesses are proposing in this proceeding.

20

21

22

The November 2008 long-term debt issued by AWC may be included in the total cost of

long-term debt to AAWC in this or some future proceeding(s) but should not be singled

out as a standard for the cost of equity for AAWC in this or any other proceeding.23

24

A.

A.
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1 Q-

2

Is there anything about this debt issue by AWC that makes its use as a "standard"

for AAWC's cost of equity to be particularly improper?

3

4

5

6

7

8

9

Yes, there is. This debt issue, dated November 28, 2008, took place at virtually the peak

of the interest rate levels of late 2008 during which the U.S. and global economies were

undergoing the "flight to quality" associated with the stock market collapse and the

movement of significant amounts of investment dollars into "safe" shelters such as U.S.

Treasury Bonds. During this period, which continues at the present time, the movement of

funds into U.S. Treasury Bonds has driven the yield on government debt to low levels and

the yield on corporate and utility debt to high levels.

10

11

12

13

14

Most corporations, including utilities, chose to stay out of the new debt issuance market

during this period due to the high interest rates that were prevailing. This was not the case

for AWC, who sold some $75 million of 30-year bonds at what amounted to the peak of

the interest rate levels of 2008 .

15

16

17

18

I have reviewed the prospectus that was issued in connection with this debt issue. Based

upon this, as well as the on-going efforts of American Water Works Company ("AWW")

to divest itself from RWE, it is apparent that AWW and AWC have engaged in several

19 financial transactions over the past two years in connection with the divestiture. As I

20

21

22

23

24

25

A.

indicated in my Direct Testimony, AWW was only able to sell a 40 percent stake in itself

through its initial public offering ("IPO"). In addition, RWE and AWW have entered into

several financial transactions, including the issuance of preferred stock to RWE by AWC,

issuance of "redemption notes" to redeem the preferred stock, and issuance of senior debt

to retire the redemption notes. As a result, it is my perception that AWC chose to sell the

above-cited high-cost debt at the time it did due at least in part to considerations of its
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1 divestiture from RWE. To the extent this is true, this should not be used as a standard for

2 AAWC's cost of equity.

3

4 Q-

5

Dr. Villadsen claims, on page 4 lines 7-8, that your 10.0 percent cost of equity

recommendation is "below the return allowed to other utilities prior to the financial

6

7

8

9

crisis..." Do you have any response to this assertion?

Yes,  I do have comments concerning this asser t ion. I  was involved in two ut ility

proceedings before this Commission in 2008 in which a lit igated decision was made

concerning the cost of common equity. These were:

10

11 UNS Electric - Docket No. E-04204A-06-0783

12 Southwest Gas - Docket No. G-0155 lA-07-0504

13

14

15

16

In both of these proceedings, the Commission made a finding that 10.0 percent was the

proper cost of common equity. In addition, the capital structures for both of these utilities

contained less than 45 percent common equity.

17

18 Q-

19

20

On page 8, lines 10-12, Dr. Villadsen claims "There is ample evidence that the cost of

both debt and equity capital has increased, and it is dangerous and incorrect to focus

on the risk-free rates which are 'low by historical standards."' What is your

21 response to this assertion?

22

23

24

25

A.

A. I disagree with Dr. Villadsen on this. She seems to be equating the decline in stock prices

with an increase in the cost of equity capital. A more likely explanation for a decline in

stock prices is the obvious fact that the increasingly severe recession is having an effect of

reducing current and future corporate profits. A reduction in corporate profits represents a
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1 decline in the opportunity cost of capital, or the expected return on alternative investment

2 opportunities.

3

4

5

Dr. Villadsen appears to be taking the position that, even though other types of enterprises

are expected to am a lower rate of return, this should be used as a rationale for a

6 regulated utility like AAWC to earn a higher return through a higher cost of capital. Inoue

7

8

9

10

11

that it is evident that the Arizona economy is very depressed currently, as the financial

press is describing the housing market here as among the weakest in the U.S. This is

hardly an environment for a nation-wide utility organization such as AWC to claim that

Arizona ratepayers should pay a higher cost of capital based upon the same set of

economic circumstances that are negatively impacting the ratepayers.

12

13 Financial Risk Issues

14 Q- Please describe Dr. Villadsen's position on the issue of AAWC's capital structure and

15 the impact of this on the Company's cost of equity.

16

17

18

19

20

Dr. Villadsen maintains, on pages 16 to 21, that AAWC should be awarded a higher cost

of equity because the Company has a lower equity ratio, and thus higher financial risk. In

this regard, she seems to be maintaining that the "Hamada" methodology, or some variant

of this methodology, be utilized to modify the market-derived cost of equity for the proxy

water utilities in applying this to AAWC's cost of equity.

21

22 Q-

23

Do you agree that some modification to the market derived cost of equity for the

water proxy groups be made in developing AAWC's cost of equity?

24

25

A.

A. No, I do not. This proposal is focusing on a single perceived risk and suggesting an

adjustment be made to the cost of equity to account for this singular risk. In doing so, this
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1

2

proposal ignores other risks of the Company that may be less than those of the proxy

group.

3

4 Q, Can you give an example of any lower risks of AAWC that Dr. Villadsen's proposal

does not recognize?5

6

7

8

9

10

Yes, I can. AAWC is part of the AWW system, and in fact is substantially funded as an

integral part of this system. AWW is the largest publicly-traded water system in the U.S.

As a result, it generally faces lower risk than smaller water systems. In addition, the fact

that AWW operates in a large number of states, with multiple divisions in many states,

indicates that it has less risk than less diversified water systems.

11

12

13

It is noteworthy that Dr. Villadsen does not acknowledge these lower-risk attributes of

AAWC/A and instead focuses on a single risk factor that she maintains should be

used to inflate the Company's cost of equity. This is improper and should not be adopted.

Discounted Cash Flow Method Issues

14

15

16

17

18

19

20

Q- What are Dr. Villadsen's comments concerning your DCF methodology?

21 growth rate

She disagrees with two aspects of my DCF analyses. First, she disagrees with the use of a

single-stage DCF model, instead preening the use of a multi-stage DCF model. Second,

she continues to maintain that only a single indicator be used to estimate the short-term

analysts' estimates of EPS.

22

23 Q-

24

Why does Dr. Villadsen maintain that a single-stage DCF model is inferior to a

multi-stage DCF model?

25

26

A.

A.

A. On pages 21 to 22, she criticizes the single-stage DCF model because of her perception

that some level of long-term growth will eventually prevail.
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1 Q, Is this a compelling reason to use a multi-stage DCF model?

2

3

4

No, it is not. Most utilities, including AAWC, have rate proceedings every few years,

where it is possible to re-evaluate the impact of current and/or changing economic and

financial conditions. As a result, it is the short-term expectations that are more likely to

5 govern investor expectations.

6

7

8

Furthermore, it should be apparent that estimates of long-tenn growth are less precise than

short-term estimates. As a result, it is not proper to give significant weight to long-term

9 growth rate estimates.

10

11 Q- What is Dr. Villadsen's complaint with your DCF growth rates?

12

13

14

15

16

She first mistakenly indicates that my DCF analyses are based on an average of several

growth rates. This is incorrect. My DCF analyses consider  severa l growth ra tes

individually, as well as an average of all the growth rates. It is evident from my Schedule

5, page 4, that most of the DCF results for the individual growth rates are either within my

recommended range or are below it.

17

18 Q- What growth rate does Dr. Villadsen maintain should be used in a DCF analysis?

19

20

She maintains, as she did in her direct testimony, that the only growth rate that has any

significance is analysts' estimates of EPS growth.

21

22 Q~ Do you agree with this assertion?

23

24

25

26

A.

A.

A.

A. No,  I do not.  As I indicated in my DCF analysis,  it  is  customary and proper  to use

alternative measures of growth, not just EPS projections. Dr. Villadsen's DCF analyses

implicitly assume that investors rely exclusively on EPS projections when making short-

term investment decisions. This is a very dubious assumption, and she has offered no
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1 evidence that it is correct. I note, for example, the Value Line publication - one of the

2 sources of the growth rate estimates

3

contains many statistics, of both a historic and

projected na ture,  for  the benefit  of Value Line subscr ibers ,  who presumably make

4

5

6

7

8

investment decisions based at least in part from the information contained in Value Line.

For example, Value Line publishes both historic and projected growth rates in numerous

financial indicators such as EPS, DPS, BVPS, and retention growth. Yet, Dr. Villadsen

would have us believe that Value Line subscribers and investors focus exclusively on one

single number from this publication.

9

10

11

I note in this regard that  the DCF model is  a  "cash flow" model. The cash flow to

investors in a DCF framework is dividends. Dr. Villadsen's DCF analysis, in contrast,

12 does not even consider dividend growth rates.

13

14 Q- Dr. Villadsen also disagrees with your dividend yield adjustment. What is your

15 response to this?

16

17

18

19

20

The dividend yield adjustment I use recognizes that dividends are increased at various

times during the year and, on average, each company in the proxy group will have its

"new" dividend rate during half of the coming year.  This is a common dividend yield

adjustment and,  in fact ,  is  specifically employed by the Federal Energy Regulatory

Commission in its preferred DCF methodology.

21

22 Capital Asset Pricing Model Issues

23 Q. What are Dr. Villadsen's comments about your CAPM methodology?

24

25

26

A.

A. Her only apparent disagreement with my CAPM method is her perception that I use only

geometric growth rates in developing my risk premium component. She maintains that

only the arithmetic growth rate should be use.
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1 Q- Is it correct that you only use geometric means in developing your CAPM risk

2 premium component?

3

4

No, it is not. In developing my risk premium component, I use three growth rates. Two

of these are, in fact, arithmetic growth rates, and one is a geometric growth rate.

5

6 Q- Why is it proper to use geometric growth rates in a risk premium development?

7

8

9

10

11

This is the case since investors have access to, and presumably rely upon, both types of

averages. In fact, it is likely that more information is provided to investors in the form of

geometric averages than arithmetic averages. For example, mutual funds report returns

based on geometric averages. In addition, Value Line reports body historic and projected

growth rates on a geometric basis.

12

13 Comparable Earnings Method Issues

14 Q- What issues does Dr. Villadsen take with your comparable earnings analysis?

15

16

17

She claims that there are two problems with my comparable earnings analysis. First, she

maintains that the comparable earnings method relies upon accounting data. Second, she

maintains that returns of regulated water utilities should not be used as a standard for

18 AAWC.

19

20 Q- What is your response to her first clam"

21

22

23

24

25

A.

A.

A.

A. Contrary to the perception provided by Dr. Villadsen, it is quite proper that a comparable

earnings analysis utilize accounting data. This is the case since virtually all of the

information utilized in developing the revenue requirement for a regulated utility relies on

accounting data. This includes rate base (even in a fair value State such as Arizona),

revenues, expenses, capital structure and cost of debt. It is not only logical but proper that
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1

2

a comparable earnings analysis be utilized as one cost of capital model in developing the

revenue requirement.

3

4

5

6

I also note that the comparable earnings method is the oldest cost of capital model, as it

goes back at least several decades. The basis of the comparable earnings method is also

grounded in the language of the Bluefield U.S. Supreme Court decision that I cited in my

Direct Testimony.7

8

9

10

Q. Do you have any response to Dr. Villadsen's second criticism of your comparable

earnings method?

11

12

13

Yes, I do. Dr. Villadsen indicates her belief that the returns of regulated water utilities

should not be used as a standard for AAWC. I disagree with her assertion. The types of

companies that are most comparable to AAWC, in terms of operations and risks, are

publicly-traded water and wastewater utilities.14

15

16 UPDATE OF COST OF CAPITAL ANALYSES

Q. Please describe the updates to the schedules that were contained in your Direct

Testimony.

17

18

19

20

21

I have updated the schedules to my Direct Testimony. Attached to this Surrebuttal

Testimony is a complete set of schedules, with the schedules that are being updated being

identified as "Updated"

22

23 Q. Please describe your updated DCF results.

24

25

26

A.

A.

A. My updated DCF results use average stock prices for the period November 2008 - January

2009 and the most recent Value Line and analysts' projections. The updated DCF results,

along with my original DCF results, are as follows:
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1 Original - Direct Testimony

2

3

4

Value Line Group
AUS Group
Villadsen Group

Mean
7.8%
8.8%
8.8%

Median
7.6%
9.1%
9.2%

Mean
High
9.2%
11.4%
11.6%

Median
High
9.2%
11.5%
11.5%

Updated -.. Surrebuttal Testimony

5

6

7

8

9

10

Value Line Group
AUS Group
Villadsen Group

Mean
7.4%
8.7%
8.6%

Median
7.6%
9.0%
8.9%

Mean
High
9.3%
11.5%
11.7%

Median
High
9.1%
11.25
11.0%

11

12

13

It is apparent Hom this comparison that the updated DCF results are very similar to the

original DCF results.

14

15

16

Q- Please now describe your updated CAPM results.

17

18

19

20

I have updated my CAPM results by using a risk-free rate for the period November 2008 -

January 2009 and the most current beta values. My updated CAPM results, along with my

original CAPM results, are as follows:

Original -.. Direct Testimony

21

22

Mean
10.4%
9.8%
9.8%

Median
10.4%
10.1%
10.1%23

Value Line Group
AUS Group
Villadsen Group

24

A.
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1 Updated - Surrebuttal Testimony

2

3

Value Line Group
AUS Group
Villadsen Group

Mean
9.5%
9.0%
9.0%

Median
9.5%
9.1%
9.1%

4

5

6

It is apparent from this comparison that the updated CAPM results are somewhat lower

than the original CAPM results.

7

8

9

10

Q- Have you also updated your CE analyses?

11

Yes, I have, although only the projected (i.e. ,  2008, 2009 and 2011-2013) returns on

equity are updated. As a result,  my updated CE analyses are largely the same as the

original CE analyses.

12

13 Q- What is your conclusion from the updates of your cost of equity analyses?

14 It is my conclusion that the updated DCF and CE analyses are the same as was the case in

my Direct Testimony, while the CAPM results are lower. Given that two of the three cost

of equity models produce virtually the same results when updated, I conclude that the cost

of equity has not changed since my direct testimony was prepared. As a result, I am not

changing my cost of equity recommendation in this proceeding.

15

16

17

18

19

20 Q. Does this conclude your Surrebuttal Testimony?

21

A.

A.

A. Yes, it does,



Exhibit__(Dcp-1 )
Schedule 1

ARIZONA-AMERICAN WATER COMPANY
TOTAL COST OF CAPITAL

Item Amount Percent Cost Weighted Cost

Short-Term Debt $43,811,094,00 10.98% 5.367% 0.59%

Long-Term Debt $189,208,140.00 47.40% 5.463% 2.59%

Common Equity $166,123,326.00 41 .62% 9.50% 10.50% 3.95% 4.37%

Total $399,142,560.00 100.00% 7.13% 1.55%

Mid-point 7.34%
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

1975 _ 1982 Cycle

1975
1976
1977
1978
1979
1980
1981
1982

-1.1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
-2.1%

-8.9%
10.8%
5.9%
5.7%
4.4%
-1 .9%
1.9%
-4.4%

8.5%
7.7%
7.0%
6.0%
5.8%
7.0%
7.5%
9.5%

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

1983
1984
1985
1986
1987
1988
1989
1990
1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

1983 _ 1991 Cycle
3.7% 9.5%
9.3% 7.5%
1.7% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.6%
-2.0% 8.8%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1%
3.1%

0.6%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1%

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
2.5%
3.7%
4.5%
4.2%
4.5%
3.7%
0.8%

1992 l 2001 Cycle
3.1 % 7.5%
3.3% 6.9%
5.4% 6.1%
4.0% 5.6%
4.3% 5.4%
7.2% 4.9%
5.9% 4.5%
4.3% 4.2%
4.2% 4.0%
-3.4% 4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1 .6%
0.2%
1 .7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
-1 .6%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

1.6%
2.5%
3.6%
2.9%
2.8%
2.0%

-0.1 %
1.2%
2.5%
3.3%
2.2%
1.7%

5.8%
6.0%
5.5%
5.1 %
4.6%
4.6%
5.8%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%

1.2%
4.0%
4.2%
5.4%
1.1%
6.2%

*GDP=Gross Domestic Product

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

2002
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2.7%
2.2%
2.4%
0.2%

-3.8%
-1 .2%
0.8%
1 .4%

5.6%
5.9%
5.8%
5.9%

2.8%
0.9%
2.4%
1.6%

4.4%
-2.0%
1.2%
0.4%

2003
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1.2%
3.5%
7.5%
2.7%

1.1%
-0.9%
-0.9%
1.5%

5.8%
6.2%
6.1%
5.9%

4.8%
0.0%
3.2%
-0.3%

5.6%
-0.5%
3.2%
2.8%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
3.5%
3.6%
2.5%

2.8%
4.9%
4.6%
4.3%

5.6%
5.6%
5.4%
5.4%

5.2%
4.4%
0.8%
3.6%

5.2%
4.4%
0.8%
7.2%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
2.6%
3.8%
1.3%

3.8%
3.0%
2.7%
2.9%

5.3%
5.1%
5.0%
4.9%

4.4%
1 .6%
8.8%
-2.0%

5.6%
-0.4%
14.0%
4.0%

2006
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

4.8%
2.7%
0.8%
1.5%

3.4%
4.5%
5.2%
3.5%

4.7%
4.6%
4.7%
4.5%

4.8%
4.8%
0.4%
0.0%

-0.2%
5.6%
-4.4%
3.6%

20o7
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

0.1%
4.8%
4.8%
-0.2%

2.5%
1.6%
1.8%
2.2%

4.5%
4.5%
4.6%
4.8%

4.8%
5.2%
1.2%
6.4%

6.4%
6.8%
1 .2%

10.8%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

0.9%
2.8%
-0.5%

1.8%
0.3%
-3.0%

4.9%
5.3%
6.0%
6.9%

2.8%
7.6%
2.8%

9.6%
14.0%
-0.4%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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INTEREST RATES

Year
Prime
Rate

us Treas
T Bills

3 Month

US Treas
T Bonds
10 Year

Utility
Bonds
Aaa

Utility
Bonds

Aa

Utility
Bonds

A

Utility
Bonds
Baa

1975
1976
1977
1978
1979
1980
1981
1982

7.86%
5.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.86%

5.84%
4.99%
5.27%
7.22%
10.04%
11.51%
14.03%
10.59%

1975 _ 1982 Cycle
7.99% 9.03%
7.61 % 8.63%
7.42% 8.19%
8.41% 8.87%
9.44% 9.86%

11.46% 12.30%
13.93% 14.64%
13.00% 14.22%

9.44%
8.92%
8.43%
9.10%
10.22%
13.00%
15.30%
14.79%

10.09%
9.29%
8.61%
9.29%

10.49%
13.34%
15.95%
15.86%

10.96%
9.82%
9.06%
9.62%
10.96%
13.95%
16.60%
16.45%

1983
1984
1985
1986
1987
1988
1989
1990
1991

10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01%
8.46%

8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8.12%
7.51%
5.42%

1983 _ 1991 Cycle
11.10% 12.52%
12.44% 12.72%
10.62% 11.68%
7.68% 8.92%
8.39% 9.52%
8.85% 10.05%
8.49% 9.32%
8.55% 9.45%
7.86% 8.85%

12.83%
13.66%
12.06%
9.30%
9.77%
10.26%
9.56%
9.65%
9.09%

13.66%
14.03%
12.47%
9.58%

10.10%
10.49%
9.77%
9.86%
9.36%

14.20%
14.53%
12.96%
10.00%
10.53%
11.00%
9.97%

10.06%
9.55%

1992 l 2001 Cy le
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

6.25%
8.00%
7.15%
8.83%
8.21%
8.44%
8.35%
8.00%
9.23%
6.91%

3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81%
4.66%
5.85%
3.45%

7.01 %
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%

8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
6.77%
7.21%
7.88%
7.47%

8.55%
7.44%
8.21%
7.77%
7.57%
7 . 8 %
6.91%
7.51%
8.06%
7.59%

8.69%
7.59%
8.31%
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%

8.86%
7.91%
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%

1.62%
1.02%
1.38%
3.16%
4.73%
4.41%
1.48%

4.61 %
4.0t%
4.27%
4.29%
4.80%
4.63%
3.66%

[1] 7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%

7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%

8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%

[1] Note: Moody's has not published Aaa utility bond yields since 2001 .

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin, various issues.
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INTEREST RATES

Year
Prime
R m

us Treas
T Bills

a Month

us Treas
T Bonds
10 Yea r

unity
Bonds
Ala [1]

uminy
Bonds

As

u¢iliey
Bonds

A

unify
Bonds
Baa

.........-

2003
Jan
Feb
Mar

AP'
May
June
July
Aug
Sept
O f
Nov
Dec

4.2595
4.25%
4.25%
4.25%
4.25%
4.co»s
4.08%
4.00%
4.00%

go*
4.00%
4.00%

1 . 1 m
1 .1 ass
1 . 1 ass
1 _ 14*
1 .uses
n.esss
0.90%
0.98%
0.95%
0.93%
0.94%
0.9016

4.05%
3_90*
3_81*
3.96%
3.5m
333*
3.98%
4.45%
4.2m
4.29%
4.30%
4.2m

m  6 . 5 1 %
8.66%
6.5G*
6 . 4 7 *
6.20%
6 . 1 2 *
6 3 7 *
GAB*
8.30%
s.za9s
6_25*
B.1B*

1.04%
8.93%
6.79%
8.84%
6.36%
8.21%
6.57%
6.78%
8.56%
6.43%
837*
u m e

7.47%
7.17%
7.05%
6.94%
6.47%
6.30%
6.67%
7.08%
6.87%
6.79%
6.s9%
6.61%

2004
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

4.00%
4D0%
4.00%
4.00%
4.00%
400%
425%
4.50%
415%
475%
5.00%
5.25%

mms
0.92%
g_94*
0.94%
1 .04*
1 .2791
1 .so
1 .ms
1 .5595
115%
2.06%
2.20%

4.15%
4.08%
3.83%
4.35%
412%
4.73%
4.50%
428%
413%
4.10%
4.19%
423%

6.06%
6.10%
5.93%
6.33%
6.66%
6.30%
6.09%
5.95%
5.79%
5.74%
5.79%
5.78%

6.15%
6.15%
5.97%
6.35%
6.62%
6.46%
6.27%
e.14%
5.98%
5.94%
5.97%
5.92%

BAT*
5.28*
5.12*
s.4ass
8.75%
8.54*
e.67%
8.45%
s.21%
5.17%
8.18%
5.10%

2005
Jan
Feb
Mar
Apr
May
June
July
Aug
Sep(
Oct
Nov
Dec

5.25*
5_50*
515*
5_15*
s.ao'as
5.25%
8.25%
8.50%
5.75%
8.75%
1.ooac
7.25%

232%
2.53%
2.75%
2.79%
2.85%
2.99%
3.22%
3.45%
3.47%
3.70%
3.90%
3.89%

422%
4.17%
450%
434%
444%
4.00%
4.15%
4.26%
4.20%
4.46%
4.54%
4.47%

5.5B*
5.55%
5.7e%
5_56*
5.39%
5.8585
5. 18%
5.23%
5.27%
5.50%
5.59%
5_55*

5.ll8*
5.61%
5.sa%
5.64%
5.53*
5.40%
5.51 %
550*
5.52%
5.19%
5.88%
5.8o%

5.95%
5.75%
B.01%
5.95%
5.88%
5.70%
5.81ss
5.80%
s.sass
8.08%
s .19%
s .14%

2006
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

7.5095
7.50%
7.75%
7.75%
8.00%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%

4.20%
4.41%
4.51%
4.59%
4.72%
4.19%
4.96%
4.98%
4.152%
4.88%
4.85%
4.85%

4.42*
4.57%
4.72%
4.98%
s. 11 as
5. 11 as
5.09%
4.88%
4.72%
4.73%
4.80%
4.55%

5.50%
5.55%
5.71%
6.02%
6.16%
6.16%
6.13%
5.97%
5.81%
5.80%
5.61%
5.62%

5.75%
5.82%
5.98%
8.29%
5.42%
8.40%
837%
B.20%
8.00%
5.98%
5.80%
5.81%

5.98%
8.11 %
8.28%
5.54%
s.59%s
8.81 %
s.e1 %
s.4a%
6.26%
B.24%
5.04%
5.05%

2007
Jan
Feb
Mar

APt
May
June
July
Aug
Sept
o n
Nov
Dec

B.25%
B.25%
8.25%
8.25%
8.25ss
8.25%
8.25%
8.25%
7.75%
7.50%
7_59*
7.25%

4.9s%
same
4.97%
4.18%
4.ms
4.63%
484%
4.34%
4.01%
3.97%
3.49%
3.08%

4.15%
4.72*
4.5686
4.88%
4.75%
5. 10%
5.00%
4.15794
4.52%
453*
4.15%
moss

5.7ass
5.73%
s.ssss
5.83%
5.86%
8.18*
6.11 as
s. 11 as
s. 10%
8.04%
5.87%
5.118%

5.98%
5.soas
5.85%
5.97%
5.99%
8.30%
8.25%
8.24*
s .1 ass
s .11go
5_97)
a.18%

6.16%
6.10%
6.10%
6.24%
6.23%
6.54%
6.49%
6.51%
6.45%
6.36%
6.27%
6.51%

zoos
Jan
Feb
Mar

APt
May
June
July
Aug
Sep!
O f
Nov
Dec

5.00%
5.99%
5_25*
500*
5.09%
5.00%
5.00%
5.00%
5.00%
4.00%
4.00%
3.25%

2.88%
221%
158%
132%
171%
190%
112%
1.79%
146%
0.84%
0.30%
0.04%

3.74%
3.74%
3.51%
3.68%
3.BB%
4.10%
4.01%
3.89%
3.69%
3.81%
3.53%
2.42%

s.a7/A
a.04ss
5.99%
5.99%
5.07%
s. 19%
5.13%
gqg*
s. 13%
5.95%
B.U3%
5.93%

6.02%
6.21%
6.21%
6.29%
5.27%
6.38%
6.40%
6.37%
6.49%
7.56%
7.50%
6.54%

5.35%
moss
8-68%
a w e
579*
893*
6.97%
s.9a%
1.15*
8.58%
a.9a%
s.1 ass

2009
Jan G.01% 8.39% 7.90%

[1] Note: Moody's has not publishedAla utility bond yields since 2001 .

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin, various issues.
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STOCK PRICE INDICATORS

Year
S&P NASDAQ

Composite [1] Composite [1] DJIA
s8.p
D/P

s8.p
E/P

1975 - 1982 Cycle

1975
1976
1977
1978
1979
1980
1981
1982

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

4.31 %
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81 %

9.15%
8.90%

10.79%
12.03%
13.46%
12.66%
11.96%
11.60%

1983 - 1991 Cycle

[1]

4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61%
3.24%

8.03%
10.02%
8.12%
6.09%
5.48%
8.01%
7.41 %
8.47%
4.79%

1983
1984
1985
1986
1987
1988
1989
1990
1991

[1]
322.84
334.59
376.18 491.69

1,190.34
1,178.48
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33

1 9 9 2
1 9 9 3
1 9 9 4
1 9 9 5
1 9 9 6
1 9 9 7
1 9 9 8
1 9 9 9
2 0 0 0
2 0 0 1

$415.74
$451 .21
$460.42
541 .72
670.50
873.43

1,085.50
1,327.33
1,427.22
1,194.18

1992 _ 2001 Cycle
$599.26 3,284.29
715.16 3,522.06
751 .65 3,793.77
925.19 4,493.76

1,164.96 5,742.89
1,469.49 7,441 .15
1,794.91 8,625.52
2,728.15 10,464.88
3,783.67 10,734.90
2,035.00 10,189.13

2 . 9 9 %
2 . 7 8 %
2 . 8 2 %
2 . 5 6 %
2 . 1 9 %
1 . 7 7 %
1 . 4 9 %
1 .25%
1 . 1 5 %
1 .32%

4 . 2 2 %
4 . 4 6 %
5 . 8 3 %
6 . 0 9 %
5 . 2 4 %
4 . 5 7 %
3 . 4 6 %
3 . 1 7 %
3 . 6 3 %
2 . 9 5 %

Current Cycle
2 0 0 2
2 0 0 3
2 0 0 4
2 0 0 5
2 0 0 6
2 0 0 7
2 0 0 8

993.94
965.23

1,130.65
1,207.23
1,310.46
1,477.19
1,220.04

1,539.73
1,647.17
1,986.53
2,099.32
2,263.41
2,578.47
2,161.65

9,226.43
8,993.59

10,317.39
10,547.67
11,408.67
13,169.98
11,252.62

1.61 %
1.77%
1.72%
1.83%
1.87%
1.86%
2.37%

2.92%
3.84%
4.89%
5.36%
5.78%
5.29%

[1] Note: this source did not publish the S8.P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

YEAR
S&P

Composite
NASDAQ

Composite DJIA
S&P
DIP

S&P
EIP

2002
1st Qtr,
2nd Qtr.
3rd Qtr.
4th Qtr.

1,131.56
1,068.45
894.65
887.91

1 ,879.85
1,641.53
1 ,308.17
1 ,346.07

10,105.27
9,912.70
8,487.59
8,400.17

1.39%
1 .49%
1.76%
1 .79%

2.15%
2.70%
3.68%
3.14%

2003
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

860.03
938.00

1 ,000.50
1 ,056.42

1,350.44
1,521.92
1,765.96
1,934.71

8,122.83
8,684.52
9,310.57
9,856.44

1.89%
1.75%
1.74%
1.69%

3.57%
3.55%
3.87%
4.38%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,133.29
1,122.87
1,104.15
1,162.07

2,041 .95
1,984.13
1,872.90
2,050.22

10,488.43
10,289.04
10,129.85
10,362.25

1.64%
1.71%
1.79%
1.75%

4.62%
4.92%
5.18%
4.83%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,191.98
1,181.65
1,225.91
1,262.07

2,056.01
2,012.24
2,144.61
2,246.09

10,648.48
10,382.35
10,532.24
10,827.79

1.77%
1.85%
1.83%
1.86%

5.11%
5.32%
5.42%
5.60%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,283.04
1,281 .77
1 ,288.40
1,389.48

2,287.97
2,240.46
2,141 .97
2,390.26

10,996.04
11,188.84
11,274.49
12,175.30

1.85%
1.90%
1.91%
1.81%

5.61%
5.86%
5.88%
5.75%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 ,425.30
1,496.43
1,490.81
1,494.09

2,444.85
2,552.37
2,609.68
2,701.59

12,470.97
13,214.26
13,488.43
13,502.95

1.84%
1.82%
1.86%
1.91%

5.85%
5.65%
5.15%
4.51%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,350.19
1,371.65
1,251,94
909.80

2,332.91
2,426.26
2,290.87
1,599.64

12,383.86
12,508.59
11,322.40
8,795.61

2.11%
2.10%
2.29%
2.98%

4.55%
4.01 %
3.94%

[1] Note: this source did not publish the S&P Composite prior to 1988 and the NASDAC
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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AMERICAN WATER WORKS
CAPITAL STRUCTURE RATIOS

2006 _ 2008

YEAR
COMMON
EQUITY

PREFERRED
STOCK

LONG-TERM
DEBT

SHORT-TERM
DEBT

2006 $3,817,397
39.4%
43.9%

$1,779,043
18.3%
20.5%

$3,096,404
31 .9%
35.6%

$1 ,007,128
10.4%

2007 $4,542,046
47.5%
49.1%

$28,864
0.3%
0.3%

$4,674,837
48.9%
50.6%

$316,969
3.3%

Sept. 30, 2008 $4,162,357
44.8%
47.0%

$28,774 $4,669,502
50.3%
52.7%

$423,021
4.6%

Source: American Water Capital Corp. Prospectus for Senior Notes dated November 21, 2008.
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PROXY WATER UTILITIES
COMMON EQUITY RATIOS

COMPANY 2003 2004 2005 2006 2007

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

43%
44%
46%
51%

48%
45%
51%
63%

47%
44%
51%
53%

50%
38%
55%
56%

50%
43%
57%
52%

Average 46% 52% 49% 50% 51%

AUS Utility Reports Group

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

43%
44%
37%
46%
52%
41%
54%
51%
50%

48%
45%
36%
51%
53%
46%
56%
63%
48%

47%
44%
38%
51%
55%
42%
57%
53%
46%

50%
38%
38%
55%
54%
49%
56%
56%
51%

50%
43%
48%
57%
50%
48%
52%
52%
48%

Average 46% 50% 48% 50% 50%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

43%
44%
46%
52%
41%
54%
51%
50%

48%
45%
51%
53%
46%
56%
63%
48%

47%
44%
51%
55%
42%
57%
53%
46%

50%
38%
55%
54%
49%
56%
56%
51%

50%
43%
57%
50%
48%
52%
52%
48%

Average 48% 51% 49% 51% 50%

Source: AUS Utilitly Reports.
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PROXY WATER UTILITIES
DIVIDEND YIELD

COMPANY DPS
November, 2008 - Januarv, 2009

HIGH LOW AVERAGE YIELD

Value Line Water Group

American States Water Co,
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

$1_00
$0.54
$1_17
$0.10

$35.72
$22.00
$48.28
$8.74

$27.56
$t7.07
$35.81
$2.67

$31 .64
$19.54
$42.05
$5.71

3.2%
2.8%
2.8%
1.8%

Average 2.6%

Aus Utility Reports Group

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1.00
$0.54
$0.71
$1.17
$0_89
$0.71
$0.64
$0.10
$0.50

$35.72
$22.00
$16.91
$48.28
$26.99
$17.93
$30.44
$8.74
$13.50

$27.55
$17.07
$13.82
$35.81
$19.26
$12.05
$20.41
$2.67
$10.50

$31.64
$19.54
$15.37
$42.05
$23.13
$14.99
$25.43
$5.71

$12_00

3.2%
2.8%
4.6%
2.8%
3.9%
4.7%
2.5%
1.8%
4.2%

Average 3.4%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc,
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1.00
$0.54
$1.17
$0.89
$0.71
$0.64
$0.10
$0.50

$35.72
$22.00
$48.28
$26.99
$17.93
$30.44
$8.74

$13.50

$27.56
$17.07
$35.81
$19.26
$t2.05
$20.41
$2.67
$10.50

$31 .64
$19.54
$42.05
$23.t3
$14.99
$25.43
$5.71

$12.00

3.2%
2.8%
2.8%
3.9%
4.7%
2.5%
1.8%
4.2%

Average 3.2%

Source: Yahoo! Finance.
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PROXY WATER UTILITIES
RETENTION GROWTH RATES

COMPANY 2003 2004 2005 2006 2007 Average 2008 2009 '11-'13 Average

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co,

-0.7%
4,8%
07%
65%

12%
4.8%
22%
1.5%

33%
5.0%
2.1%
22%

2.6%
4.1%
1.1%
2.7%

3.8%
3.2%
1.1%
-1.3%

2.0%
4.4%
1.4%
2.3%

2.5%
3.5%
4.0%

8.5%
3.5%
5.0%

6.5%
3.0%
6.0%

4.2%
3.3%
5.0%

Average 2.5% 4.2%

AUS utility Reports Group

2.5%
3.5%

3.5%
3.5%

6.5%
3.0%

4.2%
3.3%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

-0.7%
4 . 8%
1.5%
0.7%
3.0%
-0.5%
4 . 5%
6.5%
2.5%

1. 2%
4 . 8%
2. 0%
2. 2%
3.1 %
0.8%
4 . 7%
1. 5%
2.5%

3.3%
5. 0%
2. 8%
2.1 %
0. 6%
0. 5%
6.1 %
2. 2%
3.0%

2. 6%
4 . 1%
4 . 0%
1. 1%
-0.4%
1. 5%
9.5%
2. 7%
2. 4%

3. 8%
3. 2%
2. 4%
1.1 %
1.6%
1. 8%
3. 4%
-1 .3%
1. 5%

2. 0%
4 . 4%
2.5%
1. 4%
1. 6%
0. 8%
5. 6%
2.3%
2. 4%

4.0% 5.0% 6.0% 5.0%

Average 2.6% 4.2%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

-0 .7%
4 , 8%
0.7%
3.0%
-0.5%
4 . 5%
6.5%
2.5%

1. 2%
4 . 8%
2. 2%
3.1%
0. 8%
4 . 7%
1. 5%
2.5%

3.3%
5.0%
2. 1%
0. 6%
0.5%
6.1 %
2. 2%
3.0%

2. 6%
4.1 %
1.1 %
-0.4%
1. 5%
9.5%
2. 7%
2. 4%

3.8%
3.2%
1.1 %
1. 6%
1. 8%
3.4%
-1 .3%
1. 5%

2.0%
4 . 4%
1. 4%
1. 6%
0. 8%
5. 6%
2. 3%
2. 4%

2.5%
3.5%
4.0%

3.5%
3.5%
5.0%

6.5%
3.0%
6.0%

4.2%
3.3%
5.0%

Average 2.6% 4.2%

Source: AUS Utility Reports and Value Line Investment Survey.
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PROXY WATER UTILITIES
PER SHARE GROWTH RATES

COMPANY
5-year Historic Growth Rates

EPS DPS BVPS Average
Est'd '05-'07 to '11-'13 Growth Rates

EPS DPS BVPS Average

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3.9%
56%
3.7%
-45%

2.0%
8.5%
0.7%
8.9%

4.5%
10.9%
7.1%
7,0%

3.5%
8.3%
3.8%
3.8%

11.0%
7.5%
10.0%

5.0%
5.5%
2.0%

2.5%
5.5%
4.0%

6.2%
6.2%
5.3%

Average 4.9% 5.9%

Aus Utility Reports Group

11.0%
7.5%

5.0%
5.5%

2.5%
5.5%

6.2%
6.2%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
CaliforniaWater Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.9%
5.6%
3.4%
3.7%
-0.4%
3.6%
5.9%
-4.5%
7.3%

2.0%
8.5%
5.3%
0.7%
1.2%
1.8%
5.8%
8.9%
6.5%

45%
10.9%
7.0%
7.1%
3.6%
6.3%
9.0%
7.0%
8.9%

3.5%
8.3%
5.2%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

10.0% 2.0% 4.0% 5.3%

Average 4.9% 5.9%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.9%
5.6%
3.7%
-0.4%
3.6%
5.9%
-4.5%
7.3%

2.0%
8.5%
0.7%
1.2%
1.8%
5.8%
8.9%
6.5%

4.5%
10.9%
7.1%
3.6%
6.3%
9.0%
7.0%
8.9%

3.5%
8.3%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

11.0%
7.5%
10.0%

5.0%
5.5%
2.0%

2.5%
5.5%
4.0%

6.2%
6.2%
5.3%

Average 4.9% 5.9%

Source: AUS Utility Reports and Value Line Investment Survey,
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PROXY WATER UTILITIES
DCF cosT RATES

COMPANY
ADJUSTED

YIELD

HISTORIC
RETENTION

GROVVTH

PROSPECTIVE
RETENTION
GRowtH

HISTORIC
PER SHARE

GROWTH

PROSPECTIVE FIRST CALL
PER SHARE EPS
GROWTH GROWTH

AVERAGE
GRO\NTH

DCF
RATES

Value Line Water Group

American States Water Co.
Aqua America, Inc.
CaliforniaWater Service Group
Southwest WaterCo.

3.2%
2.8%
2.9%
1 .B%

2.0%
4.4%
1.4%
2.3%

4.2%
3.3%
5.0%

3.5%
8.3%
3.8%
3.8%

6.2%
6.2%
5.3%

4.0%
7.5%
10.0%
5.0%

4.0%
5.9%
5.1%
3.7%

7.2%
8.8%
8.0%
5.5%

Mean 2.7% 2.5% 4.2% 4.9% 5.9% 6.6% 4.7% 7.4%

Median 2.9% 2.2% 4.2% 3.8% 6.2% 6.3% 4.5% 7.G%

Composite-Mean 5.2% 5,B% 7.5% 8.6% 9.3% 7.4%

Composite Median 5.0% 7.0% 6.7% 9.0% 9.1% 7.4%

AUS Utility Reports Group

4.2%
3.3%

6.2%
6.2%

Ameriean States Water Co.
AquaAmerica, one.
ArtesianResources Corp.
California Water Service Group
Connecticut Water Semite, Inc.
MiddlesexWater
SJW Corporation
Southwest Water Co.
York Water Company

3.2%
2.8%
4.7%
2.9%
4.0%
4.9%
2.6%
1 .8%
4.3%

2.0%
4.4%
2.5%
1.4%
1.6%
0.8%
5.6%
2.3%
2.4%

5.0%

3.5%
8.3%
5.2%
3.B%
1.5%
3.9%
6.9%
3.8%
7.6%

5.3%

4.0%
7.5%
5.0%
10.0%
15.0%
8.0%
10.0%
5.0%
g_0%

4.0%
5.9%
4.2%
5.1 %
6.0%
4.2%
7.5%
3.7%
8.0%

1.2%
8.8%
9.0%
8.0%
10.0%
9.1 %
10.1%
5.5%
10.3%

Mean 3.5% 2.6% 4.2% 4.9% 5.9% 8.1% 5.2% 8.7%

Median 3.2% 2.3% 4.2% 3.9% 6.2% 8.0% 5.1% 9.0%

CompositeMean 6.0% 7.6% 8.4% 94% 11.5% 8.7%

Composite-Median 5.5% 7.4% 7.1% 9.4% 11.2% 8.3%

Villadsen Water Sam pie

American States Water Co.
AquaAmerica, Inc.
California Water Service Group
Connecticut WaterService, Inc.
MiddlesexWater
SJW Corporation
Southwest Water Co
York WaterCompany

3.2%
2.8%
2.9%
4.0%
4.9%
2.6%
1.B%
4.3%

2.0%
4.4%
1.4%
1.6%
0.8%
5.6%
23%
2.4%

4.2%
3.3%
5.o%

3.5%
8.3%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

6.2%
6.2%
5.3%

4.0%
7.5%
10,0%
15.0%
8.0%
10.0%
5.0%
8.0%

4,0%
5.9%
5.1%
6.0%
4.2%
7.5%
3.7%
6.0%

7.2%
8.8%
8.0%
10.0%
9. 1 %

10.1 %
5.5%
10.3%

Mean 3.3% 2.6% 4.2% 4.9% 5.9% 8.4% 5.3% 8.6%

Median 3.0% 2.2% 4.2% 3.9% 6.2% 8.0% 5.5% 8.9%

Composite-Mean 5.9% 7.5% 8.2% 9.2% 11.7% 8.6%

Composite-Median 5.2% 7.2% 6.9% 9.2% 11.0% 8.6%

Note: negative average growth rates excluded from above DCF analyses.
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STANDARD & POOR'S 500 COMPOSITE
20-YEAR u.s. TREASURY BOND YIELDS

RISK PREMIUMS

Year EPS BVPS ROE
20-YEAR
T-BOND

RISK
PREMIUM

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

$12.33
$14.86
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21 .73
$16.29
$19.09
$21 .89
$30.60
$33.96
$38.73
$39.72
$37.71
$48.17
$50.00
$24.69
$27.59
$48.73
$58.55
$69.93
$81 .51
$66.17

$79.07
$85.35
$94.27
$102.48
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134.04
$141 .32
$147.25
$153.01
$158.85
$149.74
$180.88
$193.06
$215.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.37%
13.24%
16.37%
15.52%
17.11%
16.33%
14.52%
17.29%
15.22%
7.43%
8.36%
14.15%
14.98%
15.12%
17.05%
12.50%

7.90%
8.86%
9.97%
11 .55%
13.50%
10.38%
11 .74%
11 .25%
8.98%
7.92%
8.97%
8.81%
8.19%
8.22%
7.26%
7.17%
6_59%
7.60%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.68%
4.86%

7.10%
7.69%
5.09%
2.95%
-2.11%
1 .85%
2.16%
0.55%
2.51 %
5.50%
8.28%
7.04%
6.28%
2.23%
5.11%
6.07%
9.78%
9.02%
10.93%
9.69%
8.79%
11 .72%
9.72%
1.90%
2.77%
9.35%
9.96%

11 .43%
12.35%
7.94%

Average 14.09% 7.69% 6.45%

Sources: Standard & Poor's Analysts' Handbook and Morningstar 2008 Yearbook.
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PROXY WATER UTILITIES
CAPM COST RATES

COMPANY
RISK-FREE

RATE BETA
RISK

PREMIUM
CAPM
RATES

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3.64%
3.64%
3.64%
3.64%

0.95
0.90
1.05
1.10

5.90%
5.90%
5.90%
5.90%

9.2%
9.0%
9.8%
10.1%

Mean 9.5%

Median 9.5%

AUS Utility Reports Group

0.95
0.90

9.2%
9.0%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
Caiifomia Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.64%
3.64%
3.64%
3.64%
3.64%
3.64%
3.64%
3.64%
3.64%

1.05
0.80
0.80
1.05
1.05
0.65

5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%

9.8%
8.4%
8.4%
9.8%
9.8%
7.5%

Mean 9.0%

Median 9.1%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
CaliforniaWater Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.64%
3.64%
3.64%
3.64%
3.64%
3.64%
3.64%
3.64%

0.95
0.90
1.05
0.80
0.80
1.05
1.05
0.65

5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%

9.2%
9.0%
9.8%
8.4%
8.4%
9.8%
9.8%
7.5%

Mean 9.0%

Median 9.1%

Sources: Value Line Investment Survey, Standard & Poor's Analysts' Handbook, Morningstar
2008 Yearbook.
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Exhibit (DCP-1 )
Schedule 9

STANDARD & POOR'S 500 COMPOSITE
RETURNS AND MARKET-TO-BOOK RATIOS

1992 - 2007

YEAR
RETURN ON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

1992 12.2% 271%

1993 13.2% 272%

1994 16.4% 246%

1995 16.6% 264%

1996 17.1% 299%

1997 16.3% 354%

1998 14.6% 421%

1999 17.3% 481%

2000 16.2% 453%

2001 7.5% 353%

2002 8.4% 296%

2003 14.2% 278%

2004 15.0% 291%

2005 16.1% 278%

2006 17.0% 277%

2007 12.8% 284%

Averages:

1992-2001 14.7% 341%

2003-2007 t5.0% 282%

Source: Standard & Poor's Analyst's Handbook, 2008 edition, page 1.



Exhibit (DCP-1 )
Schedule 10
Page 1 of 2
Updated

RISK INDICATORS

GROUP
VALUE LINE

SAFETY
VALUE LINE

BETA
VALUE LINE

FIN STR
SO P

STKRANK

S & P's 500
Composite 2.7 1.05 B++ B+

Value Line Water Group 3.0 0.99 B+ B+/A-

2.6 0.91 B+ B+/A-AUS Utility Reports Group

Villadsen Water Sample 2.6 0.91 B+ B+/A-

Sources: Value Line Investment Survey, Standard 8< Poor's Stock Guide.

Definitions:

Safety rankings are in a range of 1 to 5, with 1 representing the highest safety or lowest risk.

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market.

Financial strengths range from C to A++, with the latter representing the highest level.

Common stock rankings range from D to A+, with the later representing the highest level.



Exhibit__(Dcp-1 )
Schedule 10
Page 2 of 2
Updated

RISK INDICATORS

COMPANY
VALUE LINE

SAFETY
VALUE LINE

BETA

VALUE LINE
FINANCIAL
STRENGTH

so P
STOCK

RANKING

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3
3
3
3

0.95
0.90
1.05
1.05

B++
B+

B++
B

3.67
3.33
3.67
3.00

B+
A

B+
B+

Average 3.0 0.99 B+ 3.42 B+lA- 3.50

AUS Utility Reports Group

3
3

0.95
0.90

B++
B+

3.67
3.33

B+
A

3.33
4.00

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co,
York Water Company

3
2
2
3
3
2

1.05
0.80
0.80
1.05
1 .05
0.65

B++
B+
B+
B+
B

B++

3.67
3.33
3.33
3.33
3.00
3.67

B+
A-
B+
A-
B+

3.33
3.67
3.33
3.67
3.33

Average 2.6 0.91 B+ 3.42 B+lA- 3.52

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.0
3.0
3.0
2.0
2.0
3.0
3.0
2.0

0.95
0.90
1.05
0.80
0.80
1.05
1.05
0.65

B++
B+

B++
B+
B+
B+
B

B+

3.67
3.33
3.67
3.33
3.33
3.33
3.00
3.33

B+
A

B+
A-
B+
A.
B+

3.33
4.00
3.33
3.67
3.33
3.67
3.33

Average 2.6 0.91 B+ 3.37 B+lA- 3.52

Sources: Standard & Poor's Stock Guide and Value Line Investment Survey.



Exhibit (DCP-1 )
Schedule 11

ARIZONA-AMERICAN WATER COMPANY
PRE-TAX COVERAGE

ITEM PERCENT
COST
RATE

WEIGHTED
COST

PRE-TAX
COST

Short-Term Debt 10.98% 5.37% 0.59% 0.59%

Long-Term Debt 47.40% 5.46% 2.59% 2.59%

Common Equity 41 .62% 10.000% 4.16% 6.94% (1)

TOTAL CAPITAL 100.00% 7.34% 10.12%

(1) Post-tax weighted cost divided by .60 (composite tax factor)

Pre-tax coverage : 10.12%/(0.59% + 2.59%)
3.18 X

Standard 8¢ Poor's Utility Benchmark Ratios:

A BBB

Pre-tax coverage (X)
Business Position:

3 2.8x - 3.4x 1.8x - 2.8x

Total Debt to Total Capital (%)
Business Position

3 50% - 55% 55% - 65%

Note: Standard & Poor's no longer employs the pre-tax coverage
ratios as one of its qualitative ratings criteria. The above-cited

S&P benchmark ratios reflect the 1999 criteria reported by S8<P.



Exmbn_(Dcp-1)
Schedule 12

SUMMARY OF DISCOUNTED CASH FLOW AND CAPITAL ASSET PRICING MODEL RESULTS
AS DEVELOPED IN ARIZONA-AMERICAN WATER COMPANY WITNESS WLLADSEN'S TESTIMONY

Group/Company
Simple Multi-Stage

DCF Results DCF Results
Long-Term Risk-Free Rate

CAPM Results ECAPM Results ECAPM Results
(0.5%) _ (1.5%)

Short-Term Risk-Free Rate
CAPM Results ECAPM Resuns ECAPM Results ECAPM Results

._ (1.0%) (2%) (3%) ..

Water Sample

American States Water Co
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
Yom Water Company

9.0%
131 %
121 %
4.B%
4.7%
124%
15.6%
3.8%

8.1 %
8.6%
92%
7.8%
7,9°/o
7.9%
8 5 %
7.3%

10.6%
9.8%
12.1 %
92%
9.6%
11.6%
10.6%
5.B%

10.6%
9.7%
120%
93%
97%
115%
106%
5.1 %

10.7%
9.9%
11.8%
9.5%
9.9%
11.4%
10.7%
6.9%

10.0%
8.8%

11.8%
8.2%
8.8%

11.2%
10.0%
4.0%

10.0%
8.9%
11.6%
8.4%
8.9%
11.0%
10.0%
4.8%

10.0%
9.1%
11.4%
8.7%
9.1%
10.9%
10.0%
55%

10.1%
9.3%
11.2%
8.9%
9.3%
10.8%
10.1%
8.3%

Mean 9.4% 8.2% 9.9% 9.9% 10.1% 9.1% 9.2% 9.3% 9.5%

Median 106% 8.0% 10.1% 10.2% 10.3% 9.4% 9.5% 95% 9.7%

Gas LDC Sample

AGL Resources
Ammos Energy
moor
Ladede Grojp
New Jersey Resources
Norhwest Natural Gas
Piedmont Natural Gas
South Jersey Industries
Southwest Gas
WGL Resources

9.9%
10.1%
8.5%
7.7%
8.1%
8.4%
9.1%
10.4%
8.4%
7.9%

9.6%
9.8%
9.3%
9.0%
8.3%
8.2%
9.0%
8.5%
8.1 %
8,9%

9.2%
9.2%
10.5%
10.1%
9.2%
9.6%
9.2%
9.2%
9.6%
9.2%

9.3%
9.3%
10.5%
10.2%
9.3%
9.7%
9.3%
9.3%
9.7%
9.3%

9.5%
9.5%
10.7%
10.3%
9.5%
9.9%
9.5%
9.5%
9.9%
9.5%

a.2%
8.2%
10.0%
9.4%
8.2%
8.8%
B.2%
8.2%
8.8%
8.2%

8.4%
8.4%
10.0%
9.5%
8.4%
8.9%
8.4%
8.4%
8.9%
B.4%

B.7%
8.7%
10.0%
9.6%
8.7%
9.1%
8.7%
8.7%
9.1%
13.7%

8.9%
8.9%
10.1%
9.7%
5.9%
9.3%
9.9%
8.9%
9.3%
8.9%

Mean 8.9% 8.9% 9.5% 9.6% 9.8% 8.6% 8.8% 9.0% 9.2%

Median 8.5% 9.0% 9.2% 9.3% 9.5% 8.2% 8.4% 8.7% 8.9%

Sources: Viiladsen testimony, Table Nos. BV~6, BV-7, BV-10, BV-19, and BV-22.
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET NO. SW-01303A-08-0227

The Surrebuttal Testimony of Staff witness Steve Irvine addresses the following issues:

Staffs updated ra te design - Sta ffs  recommended Mohave wastewater  ra te design would
generate Staffs recommended $722,274 revenue requirement, a decrease of 9.28 percent from
the test year. Staffs Surrebuttal Testimony includes Treatment Plant Availability Fee's for 6
and 8-inch service lines that were inadvertently not included in Direct Testimony for rate design.

The Company's Rebuttal Testimony did not include a proposed change to Mohave wastewater
rate design from that proposed in the application. The Company continues to propose an
increase of $40.15, or 80.87 percent, in the monthly customer charge, from $49.65 to $89.80.
Staff recommends a decrease of $4.69, or 9.44 percent, in the monthly customer charge, reducing
the monthly bill from $49.65 to $44.96.



Surrebuttal Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 1

1

2

INTRODUCTION

Q~ Please state your name, occupation, and business address.

3

4

My name is Steve Irvine. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("Staff"').

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q~ Did you previously file Direct Testimony pertaining to the rate design for the

Mohave Wastewater District in this case?

5

6

7

8

9

10

Yes.

11 Q- What matters are addressed in your Surrebuttal Testimony?

12

13

This Surrebuttal Testimony provides updated rates (Surrebuttal Schedule SPI-3) to reflect

Staffs surrebuttal revenue requirement. Staff also submits a new typical billing analysis

(Surrebuttal Schedule SPI-4) to reflect its updated rates. This testimony also corrects an

omission in the Treatment Plant Availability Fee section of Schedule SPI-1 in my Direct

Testimony.

14

15

16

17

18

19

Q- What comments does the Company make in Rebuttal Testimony regarding Staff's

proposed Mohave wastewater rate design?

20

21

The Company's Rebuttal Testimony does not appear to discuss Staffs proposed Mohave

wastewater rate design. It also does not appear to offer a revised rate design for the

Mohave Wastewater District.22

23

A.

A.

A.

A.



TREATMENT PLANT HOOK-UP FEE TARIFF TABLE

Service Lateral Size Factor Fee

4-inch 1 3785*
6-inch 2 $1,570
8-inch 3% $2,748

Surrebuttal Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 2

1

2

UPDATED RATE DESIGN

Q- Is Staff's updated rate structure the same as that recommended in its Direct

3

4 A.

Testimony?

Yes. The rate structure is the same, however, the specific rates are different.

5

6 Q- Why is Staff recommending rates that differ from its Direct Testimony (SPI-1)?

7

8

9

10

11

12

13

Since Staff' s surrebuttal revenue requirement changed from that of its direct position, it is

necessary to adjust the rates. At the time of filing of pre-filed Direct Testimony Staff had

recommended no change in revenue requirement. Staff now recommends a decrease in

revenue requirement, as discussed in the Surrebuttal Testimony of Gerald Becker, and

consequently now recommends a decrease in rates. Staffs updated rate design is included

as Surrebuttal Schedule SPI-3. An updated typical bill analysis is included as Surrebuttal

Schedule SPI-4.

14

15

16

17

18

Q, Does Staff's updated rate design include any changes other than a decrease in rates?

19

20

Yes. SPI-1 had included a line item for Treatment Plant Availability Fee of $785.00 Per

New Connection. The number was correct, but did not provide complete information by

addressing fees for the various sizes of connections. The pre-filed Direct Testimony of

Dorothy Hains at Figure 7, page 23, of Exhibit DMH-7 included a table that listed Staffs

recommended Treatment Plant Availability Fees for the various connection sizes. The

table from Ms. Hains' pre-filed Direct Testimony is as seen below:21

22

23

24

A.

A.

* Established per Decision No. 69440.



Surrebuttal Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 3

1

2

3

4

Fees for the 6-inch and 8-inch connections were inadvertently not included in SPI-1. The

fees contained in this table are included in Surrebuttal Schedule SPI-3 in order to reflect

Staffs Treatment Plant Availability Fee recommendation. As Service Line Connection

Charges are advances-in-aid-of-construction,  changes to those fees did not  provide

revenue.5

6

7

8

9

10

Q- What revenue would Staffs updated rate design generate?

11

Staffs recommend rate design would generate Staffs recommended $722,274 revenue

requirement,  a  decrease of 9.28 percent from the test year.  As shown on Surrebuttal

Schedule GWB-10,  the revenue requirement  is  composed of Wastewater  Revenue

($717,392) and Other Wastewater Revenue ($4,882) components.

12

13 Q- Would you please summarize Staff's recommended rate structure?

Staffs proposed rate structure is simply the existing rates with the monthly customer

charges, the large commercial commodity charge, and the effluent rate each reduced by

9.44 percent.  A summary of the present,  Company proposed, and Staff recommended

rates and service charges are provided on Surrebuttal Schedule SPI-3 .

14

15

16

17

18

19

20

Q- Why is a 9.44 percentage reduction used to reduce these rates if there is a 9.28

percent reduction in revenue requirement?

21

22

23

The percentage reduction in total revenue requirement differs slightly from the percentage

reduction used in Staffs rate design as Staff made no change to the service charges

portion of rates.

24

A.

A.

A.



Surrebuttal Testimony of Steve Irvine
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1 Q. What are the effects of Staffs proposed rates on a customer's bill?

2

3

Staffs recommended rate design results in a decrease of $4.69, or 9.44 percent, in the

monthly customer charge, reducing the monthly bill from $49.65 to $44.96.

4

5

6

Q, Does this conclude your Surrebuttal Testimony?

A.

A. Yes, it does.



$ 49.65
49.65
49.65
64.00

Residential (Per ERU)
Commercial (Per ERU)
Public Authority (Per ERU)
Large Commercial

Commodity Charge

$ 89.80
89.80
89.80

115.75

$ 44.96
44.96
44.96
57.96

$

2.00

Residential
Commercial
Public Authority
Large Commercial

Effluent (Per Acre Foot)

$

8.00

$

1.81

$ 200.00
200.00
200.00
200.00

0 to 24
25 to 99

100 to 199
200 8. Above

Service Line Connection Charges (Non-Refundable)

$ 250.00
250,00
250.00
250.00

$ 181.13
181.13
181.13
181.13

$ 250.00
250.00
250.00

Cost
Cost

250.00

Residential
Commercial
School
Multiple Dwelling
Mobile Home Park
Effluent

Treatment Plant Availability Fee

Cost
Cost
Cost
Cost
Cost
Cost

Cost
Cost
Cost
Cost
Cost
Cost

785.00$Per New Connection
4-Inch
6-Inch
8-Inch

Service Charges:

$ 785.00
$ 785.00

1,570.00
2,748.00

Company
Proposed Rates

Arizona-American Water Company
Mohave Wastewater District
Docket No. WS-01303A-08-0227
Test Year Ended December 31 .2007

Surrebuttal Schedule SPI-3
Page 1 of 1

RATE DESIGN

Monthly Usage Charge Present Recommended Rates

Establishment
Establishment (After Hours)
Reconnection (Deliquent)
Deposit
Deposit Interest
Re-Establishment (With-in 12 Months)
NSF Check
Late Payment Charge

$ 20.00 $ 20.00 $ 20.00

Per Commission Rules (R-14-2-6038)
Months off system times minimum (R14-2-603.D)
Per Commissions Rules (R14-2-608.D)



LINE
NO,

CUSTOMER
CLASS

CURRENT RATES
AVERAGE MEDIAN

USAGE DOLLARS USAGE DOLLARS

1

2

3

4

Residential
Commerical
Public Authority
Large Commercial

49.65
49.65
49.65

493.89

$
$
$
$214,945

$ 49.65
$ 49.65
$ 49.65

* see note below

LINE
no.

CUSTOMER
CLASS

COMPANY RECOMMENDED
AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN CHANGE PERCENT

5
6
7
8

Residential
Commerical
Public Authority
Large Commercial

80.87%
80.87%
80.87%

271 .60%

$ 89.80
$ 89.80
$ 89.80
$1,835.31

$ 40.15
$ 40.15
$ 40.15
$ 1,341 .42

80.87%
80.87%
80.87%

$ 89.80 $ 40.15
$ 89.80 $ 40.15
$ 89.80 $ 40.15
* see note below

LINE
no.

CUSTOMER
CLASS

STAFF RECCMMENDED
AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN CHANGE PERCENT

9
10
11
12

Residential
Commerical
Public Authority
Large Commercial

-9.44%
-9.44%
-9.44%
-9.44%

44.96
44.96
44.96

447.28

$
$
$
$

$
$
$
S

(4.69)
(4.69)
(4.69)

(46.61)

-9.44%
-9.44%
-9.44%

(4.69)
(4.69)
(4.69)

$ 44.96 $
$ 44.96 $
$ 44.96 $
* see note below

Arizona-American Water Company
Mohave Wastewater District
Docket No. SW-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule SPI-4
Page 1 of 1

TYPICAL BILL ANALYSIS AVERAGE AND MEDIAN COST COMPARISONS

* Median Large Commercial figures omitted as there are only 2 test year Large Commercial customers

II al HIIII l I lull l H mol ll II l\III\l\ll\l\l\\ ill
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY, INC.

DOCKET no. W-01303A-08-0227

The Surrebuttal Testimony of Staff witness Marvin E. Millsap considers revised revenue
requirements for each water district and makes changes to the rates recommended in his
Direct Testimony. -

Agua Fria Water District:

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 7,400
gallons per month under the Company's proposed rates would be billed $38.48, or $14.32
more than the current $24.16 for a 59.28 percent increase. By comparison, Staffs
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 7,400 gallons per month paying $29.87, or $5.71 more than the current
$24. 16 for a 23.64 percent increase.

Havasu Water District:

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 9,705
gallons per month under the Company's proposed rates would be billed $68.07, or $31.48
more than the current $36.59 for an 86.04 percent increase. By comparison, Staffs
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 9,705 gallons per month paying $48.64, or $12.06 more than the current
$36.59 for a 32.95 percent increase.

Mohave Water District:

A residential 5/8 X 3/4-inch meter customer consuming the average usage of 8,073
gallons per month under the Company's proposed rates would be billed $24.50, or $7.06
more than the current $17.44 for a 40.46 percent increase. By comparison, Staffs
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 8,073 gallons per month paying $18.45, or $1.01 more than the current
$17.44 for a 5.81 percent increase.

Paradise Valley Water District:

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 20,493
gallons per month under the Company's proposed rates would be billed $70.54, or $21.34
more than the current $49.20 for a 43.37 percent increase. By comparison, Staffs
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 20,493 gallons per month paying $57.99, or $8.79 more than the current
$49.20 for a 17.86 percent increase.

Sun City West Water District:

A residential 5/8 X 3/4-inch meter customer consuming the average usage of 6,704
gallons per month wider the Company's proposed rates would be billed $35.09, or $15.58
more than the current $19.51 for a 79.83 percent increase. By comparison, Staffs



recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 6,704 gallons per month paying $32.33, or $12.81 more than the current
$19.51 for a 65.65 percent increase.

Tubae Water District:

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 11,797
gallons per month under the Company's proposed rates would be billed $85.44, or $35.97
more than the current $49.46 for a 72.73 percent increase. By comparison, Staff s
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 11,797 gallons per month paying $71.40, or $21.94 more than the current
$49.46 for a 44.35 percent increase.

Staff recommends approval of its rates and charges.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
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1 INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3

4

5

My name is Marvin E. Millsap. I am a Public Utilities Analyst W employed by the

Arizona Corporation Commission ("ACC" or "Commission") in the Utilities Division

("Staff"). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q- Are you the same Marvin E. Millsap who filed Direct Testimony in this case?

8 Yes I am.

9

10 Q- What is the purpose of your Surrebuttal Testimony in this proceeding?

11

12

13

14

The purpose of my Surrebuttal Testimony in this proceeding is to present updates to

Staffs recommended rates for the six water systems in Arizona-American Water

Company, Inc.'s ("Arizona-American" or "Company") addressed in my Direct Testimony

due to changes in the revenue requirements for the various systems.

15

16 Q- What is the scope of your testimony in this case?

17

18

I am presenting Staff's testimony and schedules addressing rate design of the six water

systems included in this case.

19

20 RATE DESIGN

21 Q-

22

Have you prepared a schedule summarizing the present, Company proposed, and

Staff recommended rates and service charges?

23

24

25

Yes. A summary of the present, Company proposed, and Staff recommended rates and

service charges for the Agua Fria, Havasu, Mohave, Paradise Valley, Sun City West and

Tubac Districts ("water systems") are provided on Surrebuttal Schedule MEM-l for each

26

A.

A.

A.

A.

A.

district.



Surrebuttal Testimony of Marvin E. Millsap
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1 Agua Fria Water District

2

3

Q. Would you please summarize the Company's proposed rate design for the Agua Fria

Water District?

4 Yes. The Company's proposed rates and charges are presented on Sunebuttal Schedule

MEM-1 for the Agua Fria Water District.5

6

7

8

9

1 0

11

Q- Would you please summarize StamPs recommended rate design for the Agua Fria

Water District?

12

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for  the Agua Fria  Water  Distr ict . Staffs  recommended ra tes will produce

revenues of approximately $21,377,068 ($20,471,951 water revenues, $905,117 other

water revenues).

13

14 Q- What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 7,400 gallons?15

16

17

18

19

20

The average usage of residential 5/8 x 3/4-inch meter customers is 7,400 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $14.32

or 59.28 percent increase in his/her monthly bill from $24.16 to $38.48 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $5.71 or 23.64 percent increase in his/her monthly bill from

21 Please see Staffs Surrebuttal

22

$2416 to $29.87 under  Staff" s recommended rates.

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4~inch meter customers.

23

A.

A.

A.
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1 Havasu Water District

2 Q- Would you please summarize the Company's proposed rate design for the Havasu

Water District?3

4 A. Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Havasu Water District.5

6

7

8

9

Q- Would you please summarize Staff's recommended rate design for the Havasu Water

District?

Yes. Staff recommends Staffs rates

10

11

and charges presented on Surrebuttal Schedule

MEM-1 for the Havasu Water District. Staffs recommended rates will produce revenues

of approximately $1 ,408,317 ($1,385,207 water revenues, $23,110 other water revenues).

12

13 Q, What is the rate impact on a 5/8-inch X 3/4-inch meter residential customer using an

average consumption of 9,705 gallons?14

15

16

17

18

19

20

The average usage of residential 5/8 x 3/4-inch meter customers is 9,705 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $31.48

or 86.04 percent increase in his/her monthly bill from $36.59 to $68.07 under the

Company's proposed rates. By comparison, the average residential 5/8 X 3/4-inch meter

customer would experience a $12.06 or 32.95 percent increase in his/her monthly bill from

$36.59 to $48.64 under Staffs recommended rates. Please see Staff"s Surrebuttal

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.21

22

A.

A.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 4

1 Mohave Water Distriet

2 Q- Would you please summarize the Company's proposed rate design for the Mohave

Water District?3

4 Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Mohave Water District.5

6

7

8

9

Q, Would you please summarize Staff's recommended rate design for the Mohave

Water District?

10

11

12

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Mohave Water District. Staff" s recommended rates will produce revenues

of  approxima tely $5 ,345,121 ($5, l64 ,098 wa ter  r evenues ,  $181,023 other  wa ter

revenues).

13

14 Q-

15

What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 8,073 gallons?

16

17

18

19

20

The average usage of residential 5/8 x 3/4-inch meter customers is 8,073 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $7.06

or 40.46 percent increase in his/her monthly bill from $17.44 to $24.50 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $1.01 or 5.81 percent increase in his/her monthly bill from

21 Please see Staffs Surrebuttal

22

$17.44 to $18.45 under  Staffs  recommended ra tes .

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

23

A.

A.

A.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 5

1 Paradise Valley Water District

2 Q-

3

Would you please summarize the Company's proposed rate design for the Paradise

Valley Water District?

4 A. Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Paradise Valley Water District.5

6

7

8

9

10

11

12

Q- Would you please summarize Staffs recommended rate design for the Paradise

Valley Water District?

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Paradise Valley Water District. Staffs recommended rates will produce

revenues of approximately $9,470,254 ($9,453,635 water revenues, $16,619 other water

revenues).

13

14 Q-

15

What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 20,493 gallons?

16

17

18

19

20

The average usage of residential 5/8 x 3/4-inch meter customers is 20,493 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $21.34

or 43.37 percent increase in his/her monthly bill from $49.20 to $70.54 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience an $8.79 or 17.86 percent increase in his/her monthly bill from

21 $49.20 to $57.99 under  Staffs  recommended ra tes .

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

Please see Staffs Surrebuttal

22

23

A.

A.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. w- 1303A-08-0227
Page 6

1 Sun City West Water District

2 Q. Would you please summarize the Company's proposed rate design for the Sun City

3

4

West Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Sun City West Water District.5

6

7

8

Q, Would you please summarize Staffs recommended rate design for the Sun City West

Water District?

9

10

11

12

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Sun City West Water District. The rate design described in my Direct

Testimony has not changed. Staffs recommended rates will produce revenues of

approximately $9,153,704 ($9,113,303 water revenues, $40,401 other water revenues).

13

14 Q. What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 6,704 gallons?15

16

17

18

19

20

The average usage of residential 5/8 x 3/4-inch meter customers is 6,704 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $15.58

or 79.83 percent increase in his/her monthly bill from $19.51 to $35.09 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $12.81 or 65.65 percent increase in his/her monthly bill from

21 Please see Staffs Surrebuttal

22

$19.51 to $32.33 under  Staffs  recommended ra tes .

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

23

A.

A.

A.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 7

1 Tubae Water District

2 Q- Would you please summarize the Company's proposed rate design for the Tubac

Water District?3

4 Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Tubac Water District.5

6

7

8

Q, Would you please summarize Staffs recommended rate design for the Tubac Water

District?

9

10

11

12

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Tubae Water District. Staffs recommended rates will produce revenues

of approximately $643,634 ($639,795 water revenues, $3,839 other water revenues).

13

14

Q- What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 11,797 gallons?

15

16

17

18

19

20

21

The average usage of residential 5/8 x 3/4-inch meter customers is 11,797 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $35.97

or 72.73 percent increase in his/her monthly bill from $49.46 to $85.44 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $21 .94 or 44.35 percent increase in his/her monthly bill from

$49.46 to $71.40 under Staff' s recommended rates. Please see Staff" s Surrebuttal

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

22

23 Q- Does this conclude your Surrebuttal Testimony?

24 Yes, it does.

A.

A.

A.

A.

I



ARiZONA-AMERICAN - AGUA FRIA WATER
Docks No. W-01303A-08-0227
Test Year Ended: 12/31/07

Surrebuttal Schedule MEM-1
Page 1 of 2

R A T E  D E S I G N
Line

P r e s e n t
R a t e s

$
$
$
$
$
$
$

1 0 . 4 5
2 6 . 7 4
5 5 . 9 0
8 3 . 8 4

1 6 4 . 0 2
2 2 0 . 6 3
4 2 5 . 2 2

$
$
$
$
$
$
$

C o m p a n y
P r oD os ed

1 5 . 0 0
3 8 . 3 8
8 0 . 2 4

1 2 0 . 3 4
2 3 5 . 4 4
3 1 6 . 6 9
6 1 0 . 3 6

N / A
N / A
N / A

N / A
N / A
N / A

S t a f f
R e c o m m e n d e d

$ 1 3 . 5 0
$ 3 3 . 7 7
$ 6 7 . 5 0
$ 1 0 8 . 0 0
$ 2 1 6 . 0 0
$ 3 3 7 . 4 5
$ 6 7 4 . 8 5
$ 1 , 0 7 9 . 7 5
$ 1 , 5 5 2 . 1 0
$  2 , 9 0 1 . 7 5

$ 1 9 1 . 7 5 $ 2 7 5 . 2 4 $ 2 2 2 . 4 3

$
$
$
$

2 7 . 2 5
4 0 . 8 6
5 4 . 4 8

1 6 3 . 4 4

$
$
$
$

4 9 . 6 0
7 4 . 3 7
9 9 . 1 5

2 9 7 . 4 8

$
$
$
$

3 1 . 6 4
4 7 . 4 0
6 3 , 2 0

1 8 9 , 5 9

P e r  1 , 000  G a l lons
Block

0  -  4 , 000  G a llons
4 , 001  -  13 , 000  G a llons
O ve r  1 3 , 0 0 0  G a l lo n s

$
$
$

1 . 5 3
2 . 22
2 . 6 5

$
$
$

2 . 9 2 6
3 . 4 6 3
3 . 6 7 0

$
$
$

1 . 9 0
2 . 57
3 . 37

0  t o  13 , 000  G a llons
O ve r  1 3 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 65

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 57
3 . 37

0  t o  45 , 000  G a llons
O ve r  4 5 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 6 5

$
$

3 , 4 5 3
3 . 6 7 0

$
$

2 . 57
3 . 37

0  t o  100 , 000  G a llons
O ve r  1 0 0 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 5 7
3 . 3 7

0  t o  150 , 000  G a llons
O ve r  1 5 0 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 5 7
3 . 37

0  t o  300 , 000  G a llons
O ve r  3 0 0 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 65

$
$

3 . 4 6 3
3 , 6 7 0

$
$

2 . 5 7
3 . 37

0  t o  400 , 000  G a llons
O ve r  4 0 0 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 57
3 . 37

0  t o  800 , 000  G a llons
O ve r  8 0 0 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 5 7
3 . 3 7

0  t o  1 , 125 , 000  G a llons
O ve r  1 , 1 2 5 , 0 0 0  G a l lo n s

$
s

2 . 22
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
s

2 . 5 7
3 . 37

0  t o  1 , 500 , 000  G a llons
O ve r  1 , 5 0 0 , 0 0 0  G a l lo n s

$
$

2 . 22
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 57
3 . 37

0  t o  2 , 250 , 000  G a llons
O ve r  2 , 2 5 0 , 0 0 0  G a l lo n s

$
$

2 . 2 2
2 . 6 5

$
$

3 . 4 6 3
3 . 6 7 0

$
$

2 . 5 7
3 . 37

0  t o  8 , 000  G a llons
O ve r  8 , 0 0 0  G a l lo n s

$
$

1  7 8
2 , 2 4

$
$

2 . 9 2 6
3 . 4 6 3

$
$

2 . 02
2 . 5 7

A ll  G a l lo n s

A l l  G a l lo n s

A l l  G a l lo n s

A l l  G a l lo n s

1.93

1.00

1.38

0.50

0.62

3.463

1.00

1 .38

1 .000

1 .240

2.24

1.20

1.38

2.57

2.57

No.
1 M o n t h lv  M i n i m u m
2  5 / 8  x  x 3 / 4 - i n c h  M e t e r
3 1 - inc h  M e t e r
4 11 / 2 - inc h  M e t e r
5  2 - i n c h  M e t e r
6  3 - i n c h  M e t e r
7  4 - i n c h  M e t e r
a  6 - i n c h  M e t e r
9  8 - i n c h  M e t e r

1 0  1 0 - i n c h  M e t e r
1 1  1 2 - i n c h  M e t e r
12
13 O t her  Pub lic  En t i t ies  -  S t a t e  P r is ion
14
15 M ont h ly S ew ioe  Char g e  f o r  F i r e  S pr ink le r
1 6  4 - i n c h  M e t e r
1 7  6 - i n c h  M e t e r
1 8  8 - i n c h  M e t e r
1 9  1 2 - i n c h  M e t e r
20
21
22 G a llo n s  i n  t h e  M in im u m
23
24
25 C o m m o d i t y  R a t e s
26 ( Res id en t i a l Com m er c ia l,  Ind us t r i a l)
27
28  5 / 8  x  3 / 4 - inc h  M et e r  Res id en t ia l
29
30
31
32  5 / 8  x  3 / 4 - i nc h  M e t e r  Com m er c ia l
33
34
3 5  1 - i n c h  M e t e r :
36
37
as  1  1 / 2 - i nc h  M e t e r :
39
40
4 1  2 - i n d ' i  M e t e r
42
43
4 4  3 - i n c h  M e t e r
45
46
4 7  4 - i n c h  M e t e r
48
49
s o  6 - i n c h  M e t e r
51
52
5 3  B - i n c h  M e t e r
M
55
S e  1 0 - i n c h  M e t e r
57
58
5 9  1 2 - i n c h  M e t e r
60
61
H z  A r i z o n a  Wa t e r  C o n t r a c t
ea
et
65 O t her  P ub li c  E n t i t i es  -  S t a le  P r is ion
66
6 7  O W U  -  P l  S u r p r i s e
68
69 P r iva t e  F i r e  S er vic e
70
71 Ir r ig a t ion / Bu lk  -  Raw
72
73 Ir r ig a t ion  -  Non Pot ab le
74
75

A ll  G a l lo n s

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$



ARIZONA-AMERICAN . AGUA FRIA WATER
Docks No. W-01303A-08-D227
Test Year Ended: 12/31/07

Sunrebuttal Schedule MEM-1
Page 2 of 2

Present
Roles

Company
Proposed

Staff
Recommended

s s0.oo
$ 4ooo
s 10.00
s 5 0 0
s 1000
15% Per Mo

N/A

s 3000
s 40.00
s 81.00
s 5.00
s 10.00

ni 1.5% Per Mo
N/A

s 30.00
s 40.00
s 81.00
s 5.00
s 10.00

nth 1.5% Per Month
N/A

**
Mn

n

l l

u l

Residential - two limes the average bill. Non-residential - two and one-half times the estimated maximum bill.

Interest per [Per ACC Rule 14-2-403(B)l

Present
Service Line

Charge

Present
Meter

lnsiali8lion
Charge

TDYBI
Present
Charge

Companv
Proposed

Service Line
Charge

Campanv
Proposed

Meter
Installation

Charge

Company
Total

Proposed
Chafwe

Staff
$Qaff Recommended Sla fl

Recommended Meier Total
Service Line Installation Recommended

Charge Charge Charge

75
77 Service Charges
7a Establishment Reestablishment and/reconnection of Service;
79 Regular Hours
to After Hours
al Water Meter Test (If Correct)
82 Meier ReRead (If Correct)
ea NSF Check Charge
04 Late Fee Charge
as Deferred Payment Finance Charge
Se Deposit Requirements Residential
87 Deposit Requirements Non-Residential
so Deposit Interest
BE
90 . .
91
92 ' * '
so
94
95
96
97
CB
99
100 Meter and Service Line installation Charges
101 5/8 x 3/4-inch Meter
102 3/4-indw Meter
103 1-inch Meter
104 11/2-inch Meter
105 2-inch Turbine Meter
we 2-inch Compound Meter
107 3-inch Turbine Meter
10a 3-inch Compound Meter
109 4~inch Turbine Meter
110 4-inch Compound Meter
111 6-inch Turbine Meter
112 6-inch Compound Meter
113 8-inch or Larger
114

s
s
s
s
s
s
s
s
s
s
s
s
A

37000
37000
420.00
450.00
58000
580.00
745.00
7B5.00

1,090.00
1,12000
1,610.00
1,530.00

casual Cost

s 130.00
s 205.00
s 240.00
s 450.00
s 945.00
s 1,540.00
s 1,420.00
s 2,195.00
s 2,270.00
s 3,145.00
s 4,425.00
s 5,120.00
ActuaICusl

s 500.00
s 575.00
$ 550.00
s 900.00
s 1,525.00
s 2,220.00
s 2,165.00
5 2,960.00
s 3360.00
s 4,255.00
s 5,035.00
s 7,750.00
ActuaICos\

Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost

Actual Cost
Actual Cost
Actual Cost
Actual Cos!
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cos!
Actual Cos!
Actual Cost
Actual Cost
Actual Cos!

. Actual Cost

.  Adua lCos t

.  Adua lCos(

.  Adua lCos t

. Ac1ual Cost

. Ac\ualCost

. Actual Cos(

. Aolual Cost

. Ac1ual Cosl

. Ac(uaICost

. Annal Cost

. ActuaICosl

. Amual Cos1

s 445.00
s 445.00
s 495.00
s 550.00
s a30.00
s 830.00
Ac\ualCost
Actual Cost
AcluaICost
AduaICost
ActuaICost
AMa ICo s t
AduaICost

s 155.00
s 255.00
s 315.00
s 525.00
$1,045.00
$1,89000
Ac1uaI Cos1
Ax:tuaICost
ActuaICost
ActuaICost
ActuaICost
ActuaICost
AduaICost

s e00.00
s 700.00
s 810.00
$1,075.00
$1,875.00
$2,720.00
Actual Cost
Aclua!Cost
ActuaICost
ActuaICost
AclualCnst
Actual Cos¢
Ac!ualCos\

115 An applicant for water service shall pay to the Company, as a refundable advance in aid of construction the full cost to provide Me new service line and meter

115 IN ADDITION TO THE COLIECTWN OF REGULAR RATES, THE UTILITV WILL COLLECT FROM IT CUSTOMERS A PROPORrlONATE SHARE
117 OF ANY PRNILEGE, SALES,USE, AND FRANCHISE TAX, PER COMMISSION RULE 1¢2409D(5)
118
119 ALL ADVANCES ANDIOR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES, INCLUDING
120 ALL GROSS~UP TAXES FOR INCOME TAXES, IF APPLICABLE.
121



ARIZONA-AMERICAN - AGUA FRIA WATER
Docks No. W 01303A 08-0227
Test Year Ended December 31. 2007

SurTebuttal Schedule MEM-2

Typical Bill Analysis
Genera! Semce 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
}increase

Percent
IncreaseCompany Proposed

Average Usage 7 400 24.16 $ 38 48 1432 59.28%

Medlan Usage N / A

Staff Recommended

7.400 2416 s 29.87 5.71 23.64%Average Usage

Median Usage N/A

Present & Proposed Rates (Without Taxes)
General Selvsce 5/8 x 3/4-Inch Meter

Gallons Present
Company
Proposed

Staff
Recommended

recommended
C0n$umptlon Rates Rates Increase Rates

1 000
2000
3.000
4 000

6000

f  a m
i 5 4 0
17.30
1921
21.11
2 3 6 9
26 26
2884
31 41
3 3 9 9
29.8?

89.14
41 71

47.65
51.02

1045
11 99
13 53
15 D7
16 B1
18 83
21 05
23 27
25 49
27 71
24 16
29 93
32 15
34 37
36.59
39 ZN
41 88
44 53
47 17
49 B2
52 47
55 12
68 35
B1 58
94 82

10B 05
121 29
134 52
200 BE
2B6.B5

1500
1193
2085
2378
2670
to  11
33 63
37 09
40 55
44 02
38.48
47.48
50 94
5441
57 87
61 54
es 21
68 88
72 55
76 22
79 89
83 KG

101 91
120 26
13860
156 95
17530
193 65
285 40
377 14

5?75
61.11

8.000
9.000
7.400

10.000
11 000
12 000
13.000
14.000
15.000
16.000
17.000
18000
19.000
20.000
25.000
30.000
35.000
40 000
45.000
50.000
75.000

100.000

43 54%
49 51%
54 12%
57 78%
60 77%
60 21%
59 76%
59 40%
59 11 %
58 86%
59 28 A
5865%
58 46%
58 30%
58 17%
56 B5%
55 70%
54 69%
53 79%
52.98°0
52 26%
51 .81 %
49.10%
47.40%
46 18%
45 26%
44 54%
43 96%
42 21 %
41 33%

87.84
84.67

101 50
1 sa32
135.15
151 .98
188.88
252.94
337.87

Increase I
29.15%
28.45%
27.90%
27.47%
27.12%
25.81 %
24.77%
23.94%
23.24%
22 86%
23.64%
22.17%
21 .74%
21 .37%
21 .M%
21 .4696
21 .896
22.13%
n . 4 m
22.67%
22.89%
23.10%
23.88%
24.41 %
24.79%
25.08%
25.31 %
2 5 4 %
26.03%
26.31 %



ARIZONA AMERICAN - HAVASU WATER
Docket No. W-01303A-08-0-27
Test YearEnded December 31, 2007

Surrebuttal Schedule MEM-1
Page 1 of 2

RATE DESIGN
Line

Company
Proposed

$
$

$
s

$
$
$

Present
Rates

17.40
29.84

N/A
58.91
80. 15

101 .39
N/A
N/A
N/A
N/A

$
$
$

28.00
48.18

N/A
94.80

128.98
163.16

N/A
N/A
N/A
N/A

Staff
Recommended

$ 23.00
$ 57.50
$ 115.00
$ 18400
$ 368.10
$ 575.00
$ 1,149.95
$ 1,839.91
$ 2,644.87
$ 4,944.75

$ 8.70 $ 14.00 $ 13.00

Per 1.000 Gallons

0 - 4,000 Gallons
4,001 13,000 Gallons
Over 13,000 Gallons

$
$
$

1.68
2.19
2.50

$
$
$

4.033
4.196
4.555

$
$
$

230
2.88
3.47

$
$

2.19
2.50

$
$

4.20
4.56

$
$

2.88
3.47

0 to 30,000 Gallons
Over 30,000 Gallons

$
$

2.19
2.50

$
$

4.20
4.56

$
$

2.88
3.47

N/A
N/A

N/A
N/A

N/A
N/A

$
$

2.88
3.47

0 to 60,000 Gallons
Over 60,000 Gallons

$
$

2.19
2.50

$
$

4.20
4.56

$
$

2.88
3.47

0 to 90,000 Gallons
Over 90,000 Gallons

s
$

2.19
2.50

$
$

4.20
4.56

$
$

2.88
3.47

0 to 110,000 Gallons
Over 110,000 Gallons

$
$

2.19
2.50

$
$

4.20
4.56

$
$

2.88
3.47

0 to 500,000 Gallons
Over 500,000 Gallons

$
$

2.19
2.50

$
$

4.20
4.56

$
$

2.88
3.47

N/A
N/A

N/A
N/A

N/A
N/A

$
$

2.88
3.47

N/A
N/A

N/A
N/A

N/A
N/A

$
$

2.88
3.47

No.
1 Monthlv Minimum
2 5/8 x 3/4- inch Meter
3 1-inch Meter
4 11/2-inch Meter
5 2- inch Meter
6 3-inch Meter
7 4- inch Meter
8 6- inch Meter
9 8-inch Meier
10 10-inch Meter
11 12-inch Meter
12
13 6-inch, or smaller, Meter for Apartments, RV Parks and Resorts
14
15
15 Gallons in the Minimum
17
18
19 Commodity Rates
20 (Residential and Commercial) Block
21
22 5/8 x 3/4-inch Meter Residential
23
24
25
26 5/8 x 3/4-inch Meter Commercial and Indus 0 to 13,000 Gallons
27 Over 13,000 Gallons
28
29 1-inch Meter:
30
31
32 1 1/2-inch Meter:
33
34
35 2-inch Meter
36
37
38 3-inch Meter
39
40
41 4-inch Meter
42
43
44 6-inch Meter
45
46
47 8-inch Meter
48
49
50 10-inch Meter
51
52
53 12-inch Meter
54
55
56

N/A
NlA

N/A
N/A

N/A
N/A

s
$

2.88
3.47



ARIZONA AMERICAN HAVASU WATER
Docket No. W-01303A-08-UQ27
Test Year Ended December 31, 2007

Surlehuttal Schedule MEM-1
Page 2 of 2

Present
Rates

Company
Proposed

Staff
Recommended

$
s
$
$
$

2500
3400
1o.00
5.oo

10.00
N/A
N/A

s
s
$
s
s

25.oo
34.00
10.00

5 .00
10.00

N/A
N/A

s 25.00
$ 34.00
s 10.00
$ 5.00
$ 2500
1.5% Per Month
15% Per Month

. . .***

R*
**

w*¢t

Residential - two times the average bilL Non-residential - two and behalf times the estimated maximum bill

Interest per [Per ACC Rule 14-2~403(B)l

Present
Service Line

Charge

Present
Meter

Installation
Charge

Total
Present
Charge

Proposed
Service Ume

Charge

Proposed
Meter

Installation
Charge

(=>
Total

Proposed
Charge

Sla fl
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

57

so Service Charges
59 Establishment Re~establishment and/or reconnection of Service:
60 Regular Hours
61 After Hours
62 Water Meter Test (If Correct)
63 Meter Re-Read (If ColTect)
64 NSF Check Charge
as Late Fee Charge
as Deferred Payment Finance Charge
67 Deposit Requirements Residential
so Deposit Requirements Non»Residential
as Deposit Interest
70
71 ' °
72
73 °°°
74
75
i s
77
78
79
to Meter and Service Line Installation Charges
87 5/B x 314-inch Meter
Hz 3/4-inch Meter
as 1-inch Meter
et 11/2-inch Meier
85 2~inch Turbine Meter
86 2-inch Compound Meter
81 3-inch Turbine Meter
so 3'inch Compound Meter
as 4-inch Tut*bineMeter
90 4-inch Compound Meter
91 S~inch Turbine Meter
92 6-inch Compound Meter
93 8-inch or Larger
94
95 An applicant for water service shall pay to the Company, as a refundable advance in aid of construction the full cost to provide the new service line and meter,
96
97 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITV WILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
98 OF ANY PRIVILEGE, $ALES,USE, AND FRANCHISE TAX PER COMMISSION RULE 14~Z-409D(5).
99
too ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE IABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES, INCLUDING
101 ALL GROSS»UP TAXES FOR INCOME TAXES, IF APPLICABLE.

s 370.00
s 370.00
$ 420.00
s 450.00
s 580.00
s 580.00
s 745.00
s 465.00
s 1,09000
s 1,12000
s 1,610013
s 1,630.00
Actual Cost

s 13000
s 20500
$ 240.00
$ 450.00
$ 94500
s 1,640.00
$ 1,429843
s 2,195.00
$ 2,27000
s 3,145.00
$ 4,425.00
$ 6,120000
Actual Cost

$ 500.00
s 575.00
$ 860.00
s 900.00
$ 1,525.00
s 2,220.00
s 2,165.00
s 2,660.00
s 3,360.00
s 4.26500
s 6,035.00
s 7,750.00
Actual Cost

Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cos!
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cast

Actual Cost
Aclual Cost
Actual Cost
Actual Cost
Actual Cos!
Actual Cos!
Acrtua! Cos!
Actual Cost
Actual Cost
Actual Cost
Actual Cos\
Actual Cost
Actual Cost

Adlai Cost
Actual Cos!
Aclual Cost
Actual Cos!
Annual Cos!
Actual Cost
Ania! C958
Actual Cost
Actual Cos!
Actual Cos!
Actual Cost
Actual Cost
Actual Cos!

s 445.00
$ 445.00
s 495.00
$ 550.00
s 830.00
$ 830.00
Ac!ua!Gos!
Ac1uaI Cosl
Ar.1uaICost
A(:1uaICost
ActuaICost
ActuaICost
Ac1uaI Cost

$ 155.00
s 255.00
$ 315.00
$ 525.00
$1,045.00
$1,890.00
Ac2ua!Cc>s!
Ac'\ualcos\
ActuaICost
Ac1ual Cost
AduaICos!
Actual Cost
Ac1ual Cost

s 600.00
s 700.00
s 810.00
$1,075.00
$1,875.00
$2,720.00
Asiuelflfast
AduaICost
ActuaICost
Actual Cost
A<:1uaICost
Actual Cost
Actual Cost



ARIZONA AMERICAN - HAVASU WATER
Docket No W-01303A-08-0227
Test Year Ended December 31. 2006

Surrebuttal Schedule MEM-Z

Typical Bill Analysis
General Semce 5/B x 3/4 ln¢h Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
lNCI'€d$€Company Proposed

Average Usage 9.705 3659 $ 68 07 31 48 86 04%

MedianUsage N/A

Staff Recommended

g 7D5 3659 s 12.08 32.95%Average Usage

MedianUsage N/A

Present a. Proposed Rates (Wlthout Taxes)
General Semce 5/B x 3/4 Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Reoommended

Rates
23.89

1 .too

Increase I
32.18%
32.61%
32.97%2761

2991
22.214.000

5.000
6.000 37.97

43.73

4949
sz,s7

33.54%
38.40%
23.28%
33.17%
33.98%
33.®%
32.95%
32.98%
32.87%

32.77%

28 00
32 03
36 07
40 10
44 13
48 33
52 52
56 72
60 91
65 11
68 07
69 30
73 50
77 GO
81 89
86 45
91 00
95 56

100 11
104 67
109 22
113 78
136.56
159 33
182 11
204 89
227 66
25044
364 33
47821

60 92%
67 88%
73 72%
78 68%
82 95%
83 71 %
84 34%
84 89%
85 36%
85.77%
86.04%
86 14%
8646%
86.76%
87 02%
86 76%
86 52%
86 31%
86 12%
85 95%
85 79%
85 64%
85 06%
84 65%
84 34%
84 10%
8390%
83 75%
83 26%
83 01 %

58.14
61.61
ss.o7
8B 54
72 m
75.48
7895
8242
9977

117.12
134.47
151.82
169,17
188.52
2732a
380.01

33.38%
33.65%
33.88%
34.10%
34.30%
34.48%
25.21 %
35.73%
36.11 %
36.41 %
38.65%
338.85%

8.000
9.000
9.705

10.000
11 .too
12.000
13.000
14.000
15 000
16000
17.000
18.000
19.000
20.000
25.000
30.000
35 000
40 000
45.000
50.000
75 000

100000

1740
1908
207G
22 44
24 12
2G 31
2849
30 68
3286
3505
36.59
37 23
39 42
41 60
43 79
4G 29
48 79
51 29
53 79
58 29
58 79
61 .29
73.79
86.29
98.79

111 29
12379
13630
198 BO
261 31 37.77%



AlizonaAmerican - Mohave Water
Docket No. W-01303A-D8-0227
Test Year Ended December31, 2007

Surrebuttal Schedule MEM-1
Page 1 of 2

RATE DESIGN

Present Company Staff

Line
Proposed

$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$

12.00
29.14
58.29
93.26
54.69

188.51
294.86

94.13
582.86

Svstem
Bullhead
Bullhead
Bullhead
Bullhead
Havasu
Bullhead
Bullhead
Havasu
Bullhead
Bullhead
Bullhead
Bullhead

Rates
8.75

21 .25
42.50
68.00
39.68

136.00
215.00

68.64
425.00

N/A
N/A
N/A

N/A
N/A
N/A

Recommended
$ 9.15
$ 22.88
$ 45.75
$ 73.20
$ 41 .52
s 146.40
$ 228.75
$ 71 .45
$ 457.50
$ 732.00
$ 1 ,052.25
$ 1 ,967.25

$
$
$
$
$
$

3.23
6.45
9.68

12.91
16.13
8.22

$
$
$
$
$
$

9.69
19.35
29.04
38.75
48.39
24.66

$
$
$
$
$
$

3.36
6.71

10.08
13.49
16.79

8.56

Per 1.000 Gallons
Block

0 - 4,000 Gallons
4,001 -10,000 Gallons
Over 10,000 Gallons

$
$
$

0.85
1.30
1.50

$
$
$

1.471
1.625
1 744

$
$
$

0.95
1.35
1.64

0 to 10,000 Gallons
Over 10,000 Gallons

$
$

1.30
1.50

$
$

1 .625
1.744

$
$

1.35
1.B4

0 to 10,000 Gallons
Over 10,000 Gallons

$
$

1.30
1 .50

$
$

1.625
1.744

$
$

1.35
1.64

0 to 25,000 Gallons
Over 25,000 Gallons

$
$

1.30
1.50

$
$

1.625
1.744

$
$

1.35
1.64

0 to 50,000 Gallons
Over 50,000 Gallons

$
$

1.30
1.50

$
$

1.625
1.744

$
$

1.35
1.54

0 to 60,000 Gallons
Over 60,000 Gallons

$
$

1.55
1.87

$
$

1.944
2.174

$
$

1.35
1.64

0 to 80,000 Gallons
Over 80,000 Gallons

s
$

1.30
1.50

s
s

1.625
1.744

$
$

1.35
1.B4

0 to 150,000 Gallons
Over 150,000 Gallons

$
$

1.30
1.50

$
$

1.625
1.744

$
$

1.35
1.64

0 t0110,000 Gallons
Over 110,000 Gallons

$
$

1.55
1.87

$
$

1.944
2.174

s
$

1.35
1.64

0 to 250,000 Gallons
Over 250,000 Gallons

$
$

1.30
1.50

$
$

1.625
1.744

$
$

1.35
1.64

D to 500,000 Gallons
Over 500,000 Gallons

$
$

1.30
1.50

$
$

1.625
1.744

$
$

1.35
1.64

0 to 1,125,000 Gallons
Over 1,125,000 Gallons

N/A
N/A

N/A
N/A

$
$

1.35
1.64

0 to 1,500,000 Gallons
Over 1,500,000 Gallons

N/A
N/A

N/A
N/A

$
$

1.35
1.64

0 to 2,250,000 Gallons
Over 2,250,000 Gallons

N/A
N/A

N/A
N/A

$
$

1.35
1.64

No. Monthlv Minimum
1 5/8 x 3/4-indt Meter
z 1-inch Meter
3 11/2-inch Meter
4 2-inch Meter
5 2-inch Meter
s 3- inch Meier
s 4-inch Meter
7 4- inch Meter
B 8-inch Meter
9 8-indw Meter
10 10-inch Meter
11 12-inch Meter
12
13
14 Monthlv Service Charge for Fire SDrinkler
15 2-inch Meter No Usage
is 4-inch Meter No Usage
17 6-inch Meter No Usage
18 8-inch Meter NO Usage
19 10-inch Meter No Usage
2o Hydrant No Usage
21
22
23 Gallons in the Minimum
24
25
be CommodiW Rates
27 (Residential. Commercial. lndustrialt
28
29 5/8 x 3/4-inch Meter Residential
30
31
32
33 5/8 x 3/4-inch Meter - Apartment
M
35
34 5/8 x 3/4-inch Meter Commercial
35
as
37 1-inch Meter
CB
39
40 1 1/2-inch Meter:
41
42
43 2-inch Meter - Havasu
44
45
43 2-inch Meter
44
45
46 3-inch Meter
47
48
49 4-inch Meter - Havasu
50
48
49 4-inch Meter
50
51
sz 6-inch Meter
53
54
55 8-inch Meter
56
57
CB 10-inch Meter
59
60
el 12-inch Meter
62
63
64 Other Public Authorities - Monthly
as base charge per above meter size
65

All Usage $ 1 .355 $ 1.694 $ 1 .35



Arizona-American - Mohave Water
Docket Na. W-01383A-DB-0227
Test Year Ended December 31, ZDO?

Surveburtal Schedule MEM-1
Pa g e  2  o f  2

Present
Rakes

Company
Proposed

staff
Recommended

s
s

25.00
2900

s
s

25,00
20.00

$
s

25.00
20.00

25.00
40.00
2500
2s.oo
2500

N/A
NIA
N/A
NIA
NIA

35.00
5000
35.00
25.00
25.00

N/A
N/A
N/A
N/A
N/A

$ 35.00
s 5o.o0
s 35.00
$ 25.00
s 25.00
1.5% Per Month
1.5% Per Month

Residential _ two times the average bill. Nun-residential - iwo and one~half ljrnes the estimated maximum bill.

l n t e r e s l  p e r  [ Pe r  ACC Ru l e  1 4 - 2 ~ 4 D3 ( B) ] Staff
proposed

Service Line
ChayQ€

proposed
Meter

Installation
Chaf9e

$t8ff
Total

proposed
chargepreset

Service Line
Charge

Pr e s e n t
M e t e r

lns iahat ion
C h a r g e

Total
Present
Charge

Proposed
Service Line

Charge

Proposed
Meter

Installation
Charge

(a)
Total

Proposed
Charge

s soo.oo
s 575.00
s 650.00
s 900.00
s 1,525.00
$2,220.00
s2,165.00
s 2,660.00
s3,350.00
$4,265.00
$6,035.00
s 7,750,00
AaualCost

5 7
a s  S e r v i c e  C h a r g e s
a s  Es t a b l i s h m e n t  o r  r e - e s t a b l i s h m e n i  o f  Se n i o r :
7 0 l n d u d i n g  S e w e r  S e r v i c e
7 1 N o  l n d u d i n g  S e w e r  S e r v i c e
7 2  Re c o n n e c t i o n  o f  Se r v i c e  ( De l i n q u e n t ) :
vo Re g u i a r  Ho u r s S 5
74 Af t e r  Ho u r s S s
7 5  Wa t e r  M e t e r  T e a \  ( I f  Co r r e c t ) S 5
7 s  M e t e r  R e R e a d  ( I f  C o r r e c t ) S 5
7 7  N S F  C h e c k  C h a r g e S 5
7 B  L a t e  F e e  C h a r g e
7 9  D e f e r r e d  P a y m e n t  F i n a n c e  C h a r g e
e a  De p o s i t  Re q u i r e m e n t s  Re s i d e n t i a l
B1  De p o s i t  Re q u i r e m e n t s  No n - Re s i d e n i i a l
o z  De p o s i t  In t e r e s t
BE
BE
BE
a s "
B7
a h
BB
9 0
9 1
s o  M e t e r  a n d  Se r v i c e  L i n e  In s t a l l a t i o n  Ch a r g e s
as  5 /B x 3 /4~inc¢h  M e te r
9 4  3 / 4 - i n d h  M e t e r
a s  1 - i n c h  M e t e r
9 6  1 1 / 2 - i n c h  M e t e r
9 7  2 ~ i n c h  T u r b i n e  M e t e r
S e  2 - i n c h  C o m p o u n d  M e t e r
9 9  3 - i n c h  T u r b i n e  M e t e r

1 0 0  3 - i n c h  Co mp o u n d  M e i e r
1 0 1  4 - i n c h  T u r b i n e  M e t e r
1 o 2  4 - i n c h  Co mp o u n d  M e t e r
w s  6 - i n c h  T u r b i n e  M e t e r
1  o 4  6 » in r ;h  Co mp o u n d  M e te r
1 0 5  B- i n c h  o r  L a r g e r
w e
1D7 IN ADDITION TO THE COLLECTION OF REGULAR RATES. THE UTILITY WILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
19B OF ANY PRNILEGE. sALEs,usE, AND FRANCHISE TAX PER COMMISSION RULE 14»2~409D(5).
109
110 ALLADVANCES Anolon CONTRIBUTIONS ARE TO INCLUDE LABOR. MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES, INCLUDING
111 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLtCAaLE

s 370.00
s 37000
s 420.00
s 450.00
s 58000
s 580.00
s 745.00
s 465.00
s 1,090.00
s 1.12000
s 1,510.00
s 1,630.00

N/A

s 130.00
s 205,00
s 240,00
s 450.00
s 945.00
s 1,640.00
s 1,420.00
s 2,195.00
s 2,270.00
s 3,145.00
s 4,425.00
s 5,120.00

NIA

s
s
s
s
s
s
s
s
s
s
s
s

50000
57500
egooo
soo.o0

1 ,szs.o0
2,220.00
2,155.00
2,560.00
3,36000
4.25500
5.03500
7,75000
WA

$ 370.00
s 370.00
s 420.00
s 450.00
s 5a0.00
s 580.00
s 745.00
s 465.00
s 1,090.00
s 1,120.00
s 1,610.00
s 1,630.00

we

s 130.00
s 205.00
s 240.00
s 4s0.00
s s4s.00
s 1,640.00
s 1,420.00
s 2_195_00
s 2,270.00
s 3,145.00
s 4_42s.00
$ 6,120.00

N/A

s soo.oo
s 575.00
s 660.00
s 900.00
51,525_00
s2,z2o.oo
s2,1s5.00
$2,650.00
$3,350.00
$4,265.00
$6,035.00
$7,750.00

NIA

s 370.00
s 370.00
s 420.00
s 450.00
s 580.00
s 5B0.00
s 745.00
s 455.00
$1,090.00
$1,120.00
$11610.00
$1,630.00
A¢:uaICost

s 130.00
s 205.00
s 240.00
s 450.00
s 945.00
$1,640.00
$1,420,03
$2,195.00
$2,270.00
$3,145.00
$4,425.00
$6,120.00
ActuaICost



Arizona-Amencan . Mohave Water
Docket No W 01303A-08 0227
Tes! Year Ended December 31, 2006

Sun'ebutial Schedule MEM-Z

Typical Bill Analysis
General Service 5/B x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

8.073 1744 s 24 50 706 40 46%

CompanyProposed

Average Usage

Median Usage N/A

Staff Recommended

B.0II3 1744 s 18.45 1 .81 5.81%Average Usage

Median Usage N/A

Present & Proposed Rates (Without Taxesl
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Present
Rates Increase

Staff
Recommended

Rates

.000
2.000

9.15
10.10
h a s
12.00
m a s
14:48
15.66
17.99
18.35
1934>
18.45
21438

2 5 9 5

29.23

34.13

37.40

Increase I
4.*5'?%
5.21 %
5.74%
6.19%
8 5 8 %
6.32%
8 10%
5 9 2 %
5.76%
5 6 8 %
5.75%
5.51 as
5.76%
5.87%
6.15%
6 3 2 %
5.47%
8.60%
6.72%
6.82%
6.82%
7.01%

37 14%
40 32%
42.99%
45 25%
47 19%
45 05%
43.28%
41 .80%
40.54%
39.46%
4046%
38 52%
3595%
35 61 %
34.42%
33 37%
3244%
31 60%
30.84%
30.16%
29 54%
28 97%
26 72%
25 15%
23.99%
23.10%
22 39%
21 82%
20 05%
19 13%

61.93
70.10
7828

7.81%
7.79%
7.93%
8.84%
8.13%
8.41%
8.56%

4.000
5.000
6 too
7.000
8.000
9.000
8.073

10.000
11 .000
12.000
13.000
14000
15.000
16.000
17.000
18.000
19.000
20.000
25.000
30.000
35.000
40 000
45.000
50 000
75.000

100.000

8 75
9.60

10.45
11 .30
12 15
1345
1475
1605
17.35
18.85
17.44
19.95
21 45
2295
24.45
25 95
27.45
28.95
30.45
31 95
33.45
34.95
42.45
4995
57.45
64.95
72 45
79 95

117 45
154.95

Company
Proposed

Rates
12.00
13.47
1494
1641
1788
1951
21 13
22.76
2438
2601
24 50
27.63
29.38
31.12
32 87
3461
36 35
38.10
39 84
41 .59
43 33
45 07
53 79
6251
71 23
7995
88 67
97 39

14099
184 59

127.33
188.28



ARIZONA AMERICAN - PARADISE VALLEY WATER
Docket No. W-D1303A-DB-0227
Test Year Ended December 31, 2007

Sllrlebllifll Schedule MEMO
Page 1 of 2

R ATE D E S I G N

Line
Present
Rates

C ompany
P r oposedMDn1hn Minimum

$
$
$
$
$
$
$
$

24 . 34
25. 18
40 . 60
8 1 9 8

130. 65
242. 09
402. 85
806. 97

$
$
$
$
$
$
$
S

28 . 00
28. 97
46. 71
94.31

150. 30
278 . 49
463 . 43
92B.31

N / A
NIA
N / A

N / A
N I A
N / A

Staf f
R ecommended

s 27 . 90
$ 29 . 80
$ 54. 75
$ 95. 50
s 149 . 20
$ 291. 40
$ 485. 50
$ 971. 00
s  2 2 2 3 1 B 1
s  3 , 2 D B . 2 3
s  5 , 9 9 7 . 9 9

$ 5 . 00 s 2 5 0 0 s 10 . 00

Per  1,000 Gallons
Block

$
$
$

1 , 213
2 . 103
2 . 633

s
s
s

1.47
255
3.51

0 . 25,000 GBIIGHS
25,001 .  80,000 Gallons
Over  80,000 Gallons
0 .  4,000 Gallons
4,001 -  20,000 Gallons
20,001 -  es,000 Gallons
65,001 -  125,000 Gallons
Over  125,000 Gallons

$
$
$
$
s

1.EBB
2. 233
2. 796
3. 359
3.B79

$
$
$

1 . 213
2 . 103
2 . 633

$
s
s

1 .47
a s s
3.51

0 -  25,000 Gallons
25,001 -  80,000 Gallons
Over  80,000 Gallons
0 -  4,000 Gallons
4,001 -  20,000 Gallons
20,001 .  65,000 Gallons
65,001 .  125,000 Gallons
Over  125,000 Gallons

$9
$
$
$
$

1.2BB
2. 233
2. 796
3. 359
3. 879

$
$
$

1. 213
2 . 103
2 . 633

s
s
s

1 .41
2,55
3.51

0 .  25,000 Gallons
25,001 .  00,000 Gallons
Over  80,000 Gallons
0 -  4,000 Gallons
4,001 .  20,000 Gallons
20,001 -  65,000 Gallons
ss,o01 -  125,000 Gallons
Ova 125, 000 Gal lons

$
$
$
$
s

1. 288
2. 233
2. 796
3. 359
3. 579

$
$
s

1 . 213
2 . 103
2. 633

s
s
s

1.47
2.55
3.51

0  25 , 000  G a l lons
25,001 -  80,000 Gallons
Over  80,000 Gallons
0 .  4,000 Gallons
4,001 .  20,000 Gallons
20,001 . 65,000 GEHDFIS
65,001 -  125,000 Gallons
Over  125,000 Gallons

$
$
$
s
$

1. 288
2. 233
2. 796
3.359
3. 879

$
$
$

1 . 213
2 . 103
2 . 633

s
s
s

1.41
2.55
3.51

o _ 25,000 Gallons
25,001 -  80,000 Gallons
Over  80,000 Gallons
o .  4,600 Gallons
4,001 .  20,000 Gallons
20,001 -  65,000 Gallons
155.001 - 125,000 Gallons
Over  125,000 Gallons

$
$
s
s
s

1 .288
2. 233
2. 796
3. 359
3. 879

o to 400,000 Gallons
Over400, 000 Gal lons

$
s

1 . 723
2 . 013

$
s

2. 233
2. 980

$
$

2. 02
2. 43

0 to 400,000 Gallons
Over 400, 000 Gal lons

s
$

1 , 723
2 , 013

s
s

2. 233
2. 980

s
s

2. 02
2. 43

o to400,000 Gallons
Over400,000 Gallons

$
$

1. 723
2 . 013

$
s

2. 233
2. 980

$
$

2. 02
2. 43

0 to400,000 Gallons
Over  400,600 Gallons

$
$

1 . 723
2 . 013

$
s

2. 233
2, 980

s
s

2. 02
2. 43

0 t o400,000 Gal lons
Over  400,000 Gallons

s
s

1 . 723
2 . 013

$
s

2. 233
2. sea

s
s

2 0 2
2. 43

0 t 0400,000 Gal lons
Over400, 000 Gal lons

s
s

1 . 723
2 . 013

$
s

2, 233
2.980

s
s

2. 02
2. 43

o to 400,000 Gallons
Over  400,000 Gallons

s
$

1 . 723
2 . 013

$
$

2.233
2. 980

s
$

2 0 2
2. 43

0 to 400,000 Gallons
Over  400,000 Gallons

$
s

1 , 723
2 . 013

s
s

2, 233
2. 980

$
$

2 0 2
2. 43

$

$

$

1 . 453

1 . 453

1 . 235

$

$

$

1.883

ma s s

1. 828

$

s

$

1.76

1.76

1.25

No.
1 M  .
2 5/8 x 3/4-i l'ACh Meter
3  3 /4 - i nc h Me te r
4 1~inch Meter
s 11/2-indw Meter
e  2 - i nc h Me te r
7 3 - i nc h Me ta
s  4 - i nc h Me te r
s B-inch Meier
tn B- inch Me ie r
11 10- inch Meter
12 12- inch Meter
13
14 Monthlv Service Charge for Fire Snrinklef
15
i s Gallons in the Minimum
17
l a Cummodi tv  Rates
19 (Residential.  Commercial,  Industrial)
2D
21 5/B x 3/4-inch Meter Residential
22
23
24
25
Zs
27
pa
29
so  3 /4 - inch Maw Res ident ia l
31
32
33
34
35
35
37
38
as 1-inch Meter Residential
40
41
42
43
44
45
45
47
CB 1-1I2-inch Meter Residential
49
50
51
52
53
54
55
56
av  2- inch Meta Res ident ia l
5B
59
60
61
so
as
e t
55
as 5/8-inch Meier Commerc ia l
S7
GO
69 3/4-inch Meter Commerc ia l
70
71
72 1-inch Meter Commerc ia l
73
74
75 1 1/2-inch Me\er Commercial:
vs
77
75 2»int:h Meier
79
BD
51 3~ir>ch Meier
oz
BE
BE 4-inch Meter
85
BE
BE 6-inch Meter
as
BE
90 3-inch Meter Turf  Customer All Gallons
91
so 4-inch Meter Turf  Customer All Gallons
93
94 6-inch Meter Paradise Valley Coutnry Club All Gallons
95
95 Other Public  Authori t ies .  Monthly
97 base charge per above meter s ize
98

All Usage $ 1 . 913 $ 2 8 3 2 s 1 .95



ARIZONA AMERICAN - PARADISE VALLEY WATER
Docket No. W-01303A-08-0227
Test Year Ended December 31, 2007

Schedule MEM-1
Page 2 of 2

Present
Rates

Company
Proposed

Staff
Recommended

$
$

20.00
40.00

$
$

20.00
40.00

$
$

20.00
40.00

$ 30.00 $
$ 60.00 $
$ 15.00 $
$ 10.00 $
$ 12.00 $
1.5% Per Monl 1.5%

30.00 $
60.00 $
15.00 $
10.00 $
12.00 $

Per Montl 1.5%

30.00
60.00
15.00
10.00
12.00

Per Month

Total
Present
Charge

Total
Proposed
Charge

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

99
100 Service Charqes
101 Establishment of Service:
102 Regular Hours
103 Acer Hours
104 Re-establishment of Service within 12 Months:
105 Monthly Minimum times Months Disconnected
106 From the Water System [Per ACC Rule 14-2-403(D)]
107 Reconnection of Service (Delinquent):
108 Regular Hours
109 After Hours
110 Water Meter Test (If Correct)
111 Meter Re-Read (If Correct)
112 NSF Check Charge
113 Late Fee Charge
114 Deposit Requirements Residential
115 Deposit Requirements Non-Residential
116 Deposit Interest
117
118 ** Residential - two times the average bill. Non-residential - two and one-half times the estimated maximum bill.
119
120 Interest per [Per ACC Rule 14-2-403(B)]
121
122
123
124
125
126
127 Meter and Service Line Installation Charges
128 5/8 x 3/4-inch Meter
129 3/4-inch Meter
130 1-inch Meter
131 11/2-inch Meter
132 2-inch Meter
133 3-inch Meter
134 4-inch Meter
135 6-inch Turbine Meter
136 Over 6-inch
137
138
139 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
140 OF ANY PRIVILEGE, SALES,USE, AND FRANCHISE TAX, PER COMMISSION RULE 14-2-409D(5).
141
142 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES, INCLUDING
143 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLICABLE.
144

$ 480.00
$ 560.00
$ 650.00
$ 895.00
$ 1,555.00
$ 2,235.00
$ 3,440.00
$ 6,195.00

N/A

Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost

$ 445.00
$ 445.00
$ 495.00
$ 550.00
$ 830.00
Actual Cost
Actual Cost
Actual Cost
Actual Cost

$ 155.00
$ 255.00
$ 315.00
$ 525.00
$ 1 ,045.00
Actual Cost
Ac[Ual Cost
Aclual Cost
Actual Cost

s 600.00
$ 700.00
$ 810.00
$ 1,075.00
$ 1,875.00
Actual Cost
ActuaICost
Actual Cost
ActuaICost



ARIZONA AMERICAN . PARADISE VALLEY WATER
Docket No. W-01303A-08,0227
Test Year Ended Decemba31 , 2006

Average Usage

Company Proposed

Average Usage

Median Usage

Staff Recommended

Gallons

N/A

20,493

20,493

Typical Bill Analysis
General Service 3/4-heh Meta

s

$

Present
Rates

49.20

49.20 s

Proposed
Rates

70.54 s

Dollar
Increase

Surrebuiial Sdledule MEM2

21.34

.n ...
484 8

Pement
Increase

43.37%

>»»¢

Median Usage WA

Present & Ploposeci Rates Nwthout Taxes)
General Service 3/4-Inch Meter

Gdlouas
Consumption

Pleven
Rates

Company
Proposed

Rates
%

lnaease

$ta1T
Recommended

Rates
%

lnaease I
s 24 .34

25,55
26.77
27 .98
29.19
30.41
31 .82
32.83
34 .04
35.26
49.20
36.47
37,68
38.90
40,11
41 .32
42.54
43.75
44.96
48.17
47 ,as
48. SD
54.67
65,18
75.70
B621
96.73

107.24
159,82
210.99

s 28.00
29.29
30.58
31 .BS
33.15
35.39
37.62
39.85
42.0B
44.32
70.54
46.55
4-B.7B
51 .02
58.25
55.48
57.72
59.95
ez.1 B
64.41
66.65
$8.88
85.68

102.47
11927
138.06
152.B6
169.55
253.63
337.60

15.04%
14.62%
1423%
1389%
13.57%
16.38%
18.98%
21 .seas
23.62%
25.70%
43.37%
27.64%
29.46%
31 .16%
32.76%
34.27%
35.69%
37 .03%
38.30%
39.50%
40.64%
41 .73%
56.73%
57.21 as
57.56%
5782%
58.03%
58.20%
5B.70%
$0.01 %

1,000
2.000
3.000
4,000
5,000
0,000
7,000
a,000
9,000

20,493
10,000
11,000
12.000
1s,000
14,000
15,000
15,000
11,000
18,000
19,000
20,000
25.000
30,000
35,000
40,000
4s,000
50,000
75,000

100,000



Arizona American Water Company - Sun City West Water
Docket No. W-01303A-0B-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule MEM-1
Page 1 of 2

ff

RATE DESIGN
Line

Company
ProDosed

$
$
$
$
$
$
$

Present
Rates

9.57
24.40
52.28
76.68

132.43
196.90
270.08

N/A
N/A
N/A

$
$
$
$
$
$
$

15.00
38.24
81 .94

120.19
207.57
308.62
423.32

N/A
N/A
N/A

Staff
Recommended
$ 15.30
$ 38.00
$ 80.00
$ 125.00
$ 240.00
$ 375.00
$ 750.00
$ 1,200.00
$ 1,725.00
$ 3,225.00

No Usage
No Usage
No Usage

$
$
$

35.22
52.84
70.45

$
$
$

7044
105.68
140.90

$
$
$

56.24
84.38

112.50

Per 1.000 Gallons
Block

0 - 4,000 Gallons
4,001 .. 15,000 Gallons
Over 15,000 Gallons

$
$
$

1.31
1.74
2.01

$
$
$

2.880
3.171
3.413

$
$
$

2.33
2.85
3.44

0 to 15,000 Gallons
Over 15,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 40,000 Gallons
Over 40,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 100,000 Gallons
Over 100,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 150,000 Gallons
Over 150,000 Gallons

$
$

1.74
2.01

$
$

3.171
3,413

$
$

2.85
3.44

0 to 275,000 Gallons
Over 275,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 550,000 Gallons
Over 550,000 Gallons

$
$

1.74
2.01

$
$

3.171
3,413

$
$

2.85
3.44

0 to 1,402,000 Gallons
Over 1,402,000 Gallons

$
$

1,74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 2,100,000 Gallons
Over 2,100,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

No.
1 Monthlv Minimum
2 5/8 x 3/4- inch Meter
3 1-inch Meter
4 11/2-inch Meter
s 2-inch Meter
6 3-inch Meter
7 4-inch Meter
a 6-inch Meter
9 8- inch Meter
10 10-inch Meter
11 12-inch Meter
12
13
14 Monthlv Service Charge for Fire Sprinkler
15 4-inch or Smaller Meter
16 6-inch Meter
17 8-inch Meter
l a
19
20 Gallons in the Minimum
21
22
23 Commoditv Rates
24 (Residential, Commercial, industrial)
25
be 5/8 x 3/4-inch Meter Residential
27
28
29
30 5/8 x 3/4-inch Meter Commercial
31
32
33 1-inch Meter:
34
35
3s 1 1/2-inch Meter:
37
38
39 2-inch Meter
40
41
42 3-inch Meter
43
44
45 4-inch Meter
46
47
48 6-inch Meter
49
50
so 8-inch Meter
52
53
54 10-inch Meter
55
56
57 12-inch Meter
5B
59

0 to 4,110,000 Gallons
Over 4,110,000 Gallons

$
$

1.74
2.01

$
$

3.171
3,413

$
$

2.85
3.44



Arizona American Water Company - Sun City W est W ater
Docket No. W-01303A-08-D227
Test Year Ended December 31, 2007

Surrebuttal Schedule MEM-1
Page 2 of 2

Present
Rates

Company
Proposed

Staff
Recommended

s 3 0 0 0
s 40,00
s 1 0 0 0
s 5 0 0
s 10.00
1.5% Per Month

s 30.00
s 40.00
s 81 .00
s 5.00
s 10.00
1.5% Per Month

$ 3 0 0 0
s 40.00
s 10.00
s 5.00
s 25.00
1.5% Per Month

Residential - two times the average hilt. Non-residential - two and behalf times the estimated maximum bill.

Interest per [Per ACC Rule 14-2-403(B)]

Present
Service Line

Charge

Present
Meier

Installation
Charge

Total
Present
Charge

Proposed
Service Line

Charge

Proposed
Meter

Installat ion
Charge

(al
Total

Proposed
Charge

Staff
Proposed

Service Line
Charge

staf f
Proposed

Meter
Installat ion

Charge

Staff
Total

Proposed
Charge

so
so
oz Service Charges
so Establishment Reestablishment and/or reconnect ion of Service:
64 Regular Hours
es After Hours
as Water Meter Test ( if  correct)
67 Meter ReRead (If Connect)
so NSF Check Charge
SO Late Fee Charge
70 Deposit  Requirements Residential
71 Deposit Requirements Non-Residential
72 Deposit  Interest
73
74 ' °
75
75
77
78
79
BO
BI
oz
as Meter and Service Line Installat ion Charges
as 5/8 x 3/4»inch Meter
as 3/4-inch Meter
as 1- inch Meter
87 11/2-inch Meter
so 2-inc:h Turbine Meter
as 2-inch Compound Meter
90 3-inch Turbine Meter
91 3-inch Compound Meter
sz 4-inch Turbine Meter
as 4-inch Compound Meter
94 6-inch Turbine Meter
as 6-inch Compound Meter
as B-inch or Larger
97
Se
99 :n Aoomon TO THE COLLECTION OF REGULAR RATES, THE UTILITV WILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
100 OF ANV PRIVILEGE, $ALES,USE, AND FRANCHISE TAX PER COMMISSION RULE 14-2-409D(5).
101
102 ALL ADVANCES ANDIOR CONTRIBUTIONS ARF TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES. INCLUDING
103 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLICABLE
104

s 3 7 0 0 0
s 370.00
s 420.00
s 450.00
s 550.00
s 580.00
s 7 4 5 0 0
s 4 6 5 0 0
s  1 , 090. 00
s  1 , 120. 00
s 1,510130
s  1 , s 3 0 0 0

At Cost

s
s
s
s
s
s
s
s
s
s
s
s

1 3 0 0 0
2 0 5 0 0
240.00
450.00
9 4 5 0 0

1,640.00
1,420.00
2,195.00
2,270.00
3,145.00
4,425.00
5,120.00

AL Cost

s
s
s
s
s
s
s
s
s
s
s
s

500.00
575.00
650.00
900.00

1,525.00
2,220.00
2,165.00
2,660.00
3,360.00
4,265.00
6,035.00
7,750.00

AL Cost

s
s
s
s
s
s
s
s
s
s
s
s

370.00
370.00
420.00
450.00
580,00
580.00
745.00
465.00

1 _090.00
1 _12D.00
1 .610.00
1,630.00

Al Cost

s 130.00
s 205.00
s 240.00
s 450.00
s 945.00
s 1,640.00
s 1,420.00
s 2_195.00
s 2.270.00
s 3,145.00
s 4,425.00
s 6,120000

AcCost

s  5 0 0 . 0 0
s  5 7 5 . 0 0
s  9 6 0 . 0 0
s  9 0 0 . 9 0
s 1,525.00
s 2,220.00
s 2, 155.00
s2, 550. 00
s 3,360.00
s 4,255.00
s 5, 03500
s7, 750. 00

A! Cost

s  3 7 0 . 0 0
s  3 7 0 . 0 0
s  4 2 0 . 0 0
s  4 5 0 . 0 0
s  5 8 0 . 0 0
s  5 8 0 . 0 0
s  7 4 5 . 0 0
s  4 6 5 . 0 0
s 1,090.00
$ 1 . 1 2 0 0 0
$ 1,610.00
$1 ,630.0G

At Cost

s  1 3 0 . 0 0
s  2 0 5 . 0 0
s 240.00
s 450.00
$  9 4 5 . 0 0
$ 1 , 6 4 0 0 0
s 1,420.00
s2, 195. 00
$2,270.00
s 3,145.00
$4,425000
$6,120.00

At Cost

s 500.00
s 575.00
s  6 6 0 . 0 0
s  9 0 0 . 0 0
$1,525410
$2, 220. 00
s2, 165. 00
s 2,860.00
$ 3 , 3 6 0 0 0
s4, 265. 00
s6, 035. 00
$ 7 , 7 5 0 0 1

A! Cost



Arizona American Water Company - Sun City West Water
Docket No W-01303A-08-0227
Test Year Ended December 31. 2007

Surrebuttal Schedule MEM-2

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 6.704 1951 s 35 09 1558 79 83%

Median Usage N lA

Staff Recommended

6.704 19.51 s 32.33 1281 65.65%Average Usage

Median Usage N/A

Present & Proposed Rates (Without Taxes)
General Semce 5/8 x 3/4-Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates Increase

Staff
Recommended

Rates
15.20
17.63
19.97
2239
24.63
27.48
30,32
38.17
36.02
3B.88
$2.33
44.71

47.49

1 .too
2.000
3.000
4.000
5.000
e O00
7.000
8.000
9.000
6.704

10 000
11 .000
12.000
13.000
14.000
15.000
16.000
17.000
18.000
19 000
20 000
25.000
30 000
35.000
40.000
45.000
50.000
75.000

100.000

9 57
1088
12 19
1350
14.81
18.55
18.29
20.03
21 .77
23.51
1951
25.25
26 99
28.73
30 47
32.21
33 95
35 96
37.97
39.98
41 .99
44 00
54.05
64 10
74 15
84.20
94 25

104 30
154 55
204.B0

15 00
17 88
20 76
23 64
26 52
29 SO
32 as
36 03
39.20
4238
35.09
45 55
48 72
51 .89
55 OF
58.23
61 40
64.81
68 23
71 64
75 05
7847
95 53

112 60
129.66
146.73
163.79
180 as
266.18
351 .51

5674%
54.34%
7030%
75.11%
79.07%
7940%
79 67%
79 90%
80 08%
80.24%
79.83%
80.38%
B0.50%
80 61 %
B070%
B0.78%
B0.BS%
80.24%
7969%
79 19%
78.74%
7833%
76.75%
75.66%
74 86%
74 26%
73 78%
73 40%
72 23%
71 63%

59.38
6 2 8 2
86.26
69.79
73.14
9844

107.54
124.74
144.94
159.14
1?684
282.35

Increase I
59.87%
62.08%
63.78%
65.17%
65.31%
66.02%
65.79%
63.60%
65.44%
65.30%
65.65%
55.18%
55.08%
64.99%
64.91%
64.84%
64.77%
65.13%
65.45%
65.73%
65.99%
68.23%
67.14%
67.77%
G8.23%
68.58%
68-85%
69.97%
89.75%
70.09%



Arizona American Water Company - Tubae Water
Docket No. W-01303A-0B-0227
Test Year Ended: 12/31/D7

sun-ebuttal Schedule MEM-1
Page 1 of  2

R A T E D ESI GN
Line

C o m p a n y
Propos ed

Present
Rates

$ 19.68
$ 29.63
$ 59.26
$ 97.49
$ 115.65
$ 169.18
$ 231.30
$  1 , 5 7 7 . 0 8

N / A
N / A

$
$
$
$
$

32.50
48 . 63
97.86

161 .00
190.99

N / A
N / A
N / A
N / A
N / A

Staf f
R ec om m ended

$ 28.00
$ 70.00
$ 140.00
$ 224.00
$ 448 . 00
$ 700.00
$  1 . 4 0 0 . 0 0
s  2 , 2 4 0 . 0 0
$  3 , 2 2 0 . 0 0
$  G , 0 2 0 . 0 0

Per 1.000 Gal lons
Block

D - 4,000 Gallons
4 ,001 - 20,000 Gallons
Over 20,000 Gal lons

$
$
$

1.89
2.85
3.41

$
$
$

3.780
4 . 850
4 . 950

s
$
$

2.76
4 . 15
5.25

0 to 20,000 Gallons
Over 20,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
$

4 . 15
5.25

0 to 35,000 Gallons
Over 35,000 Gal\ons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
$

4 , 15
5.25

0 to 85,000 Gallons
Over 85,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
$

4 . 15
5.25

0 to 150,000 Gallons
Over 150,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
$

4 . 15
5.25

0 to 175,000 Gallons
Over 175,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
$

4 . 15
5.25

0 to 250,000 Gallons
Over 250,000 Gal lons

$
$

2.85
3.41

N / A
N / A

$
$

4 . 15
5.25

0 to 350,000 Gallons
Over 350,000 Gal lons

$
$

2.85
3.41

N/A
N/A

$
$

4 . 15
5.25

0 to 900,000 Gallons
Over 900,000 Gal lons

$
$

2.85
3.41

N I A
N / A

$
$

4 . 15
5.25

0 to 1,500,000 Gallons
Over 1,500,000 Gal lons

N / A
N / A

N / A
N / A

$
$

4 . 1 5
5.25

No.
1 Monthlv  Minimum
2 5/8 x  3/4- inch Meier
3  1 - i nc h  M e t e r
4  11 / 2 - inc h  M et e r
5  2 -. inch Meter
e  3 - i nc h  M e t e r
7  4 - i nc h  M e t e r
B  6 - inc h  M et e r
9  8 - i nc h  M e t e r

10 10- inch Meter
11 12- inch Meter
12
13
14 Gallons in the Minimum
15
15
17 Commoditv  Rates
18 (Resident ial  and Commerc ial)
19
20 5/8 x  3/4-inch Meter Resident ial
21
22
23
24 5/8 x  3/4- inch Meter Commerc ial
25
26
27 1- inc h  M et er
CB
29
30 1 1/2- inch Meter:
31
32
33 2- inch Meter
34
35
as  3- inch Meter
37
38
39 4- inch Meter
40
41
42 6- inch Meter
43
44
45 8- inch Meter
i s
47
pa 10- inch Meter
49
50
51 12- inch Meter
52
53
54

0 to 2,250,000 Gallons
Over 2,250,000 Gal lons

N/A
N/A

N / A
N / A

$
$

4 . 1 5
5.25
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Sunebuttal Schedule MENM
Page 2 of 2

Present
Rates

Company
Proposed

Staff
Recommended

s
s
s
s
s

30.00
45.00
10.00

5.00
10.00

N/A
N/A

s
s
s
s
s

30.00
45.00
1 0 6 0

5.00
10.00

N / A
N / A

s 30,00
s 45.00
5 10.00
s 5.00
$ 2s, o0
1.5% Per Month
1.5% Per Month

14

ui
**

11 Residential - two times the average bilL Non-residential - two and behalf times the estimated maximumbill.

Interest per [Per ACC Rule 14-2-403(B)]

Present
Service Line

Charge

Present
Meter

lnsxallation
Charge

Tot a l
P resent
C har ge

Proposed
Service Line

Charge

Proposed
Meter

installation
Charge

( I )
Total

Proposed
Charge

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installat ion

Charge

staf f
Total

Proposed
Charge

55
as Service Charges
s7 Establishment Re-establishment and/or reconnection of Service:
so Regular Hours
Se After Hours
so Water Meier Test (If Correct)
51 Meter Re-Read (If Correct)
Hz NSF Check Charge
so Late Fee Charge
so Defined Payment Finance Charge
as Deposit Requirements Residential
Se Deposit Requirements Non-Residential
67 Deposit Interest
as
BD
70
71
72
73
74
75
7a
77
7B
79 Meter and Service Line Installation Charges
so 5/B x 3/4-inch Meter
B1 3/4~inch Meier
BE 1-inch Meter
BE 11/2-inch Meter
54 2-inch Turbine Meter
as 2-inch Compound Meter
as 3-'meh Turbine Meter
so 3-inch Compound Meter
as 4-inch Turbine Meter
as 4-inch Compound Meter
an 5-indrl Turbine Meter
91 6-inch Compound Meter
so B-inch or Larger
93
94 An applicant for water service shall pay lo the Company, as e refundable advance in aid of construction the full cost to provide the new service line and meter.
95
es IN ADDITION TD 1'HE COLLECTION OF REGULAR RATES, THE UTILITY wILL COLLECT FROM re CUSTOMERS A PROPORTIONATE SHARE
97 OF ANY PRIVILEGE. SAI£S.USE. AND FRANCHISE TAX. PER COMMISSION RULE 14-2-4D9D(5).
98
99 ALL ADVANCES AND/DR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND Au. APPLICABLE TAXES, INCLUDING
100 ALL cRoss-up TAXES FOR Acoma TAXES, IF APPLICABLE

s 370,00
s 370.00
s 420.00
s 450.00
s 580.00
s 5B0.00
s 745.00
s 465.00
s  1 , 090. 00
s  1, 120. 00
s  1 , 510 . 00
s  1 , 530 . 00

A\COS1

s 130,00
s 205,00
s 240.00
s 450.00
s 945.00
s 1, 540. 00
s  1 , 420. 00
s 2, 195. 00
s 2,270000
s 3, 145. 00
s  4, 425. 00
s 6, 120. 00

A l C o a

s 5oo,oo
s 575.80
5 6BD.00
s 900.00
s  1 , 5 2 5 . 0 0
s  2 , 2 2 0 . 0 0
s  2 , 165017
s  2 , 6 6 0 . 0 0
s  3 3 3 6 0 0 0
s  4 , 2 6 5 . 0 0
s  6 , 0 3 5 . 0 0
s  7 , 7 5 0 . 0 0

A \ c o s ¢

Actual Cost
Actual Cost
Actual CoM
Actual Cost
Actual Cost
Actual Cost
Actual C051
Amu al Cost
Actual Cost
Aaual C051
Actual Cost
Actual Cost
Actual Cost

Actual Cast
Actual Cost
Actual Cost
Adud  C os t
Actual Cost
Actual Cost
Actual Cos!
Aaual Cost
Acruax Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost

, Actual Cos!
. Ac1ual Cost
. Actual Cosi
.  Aa u a I C o s t
.  Aaua l  C os t
.  Actual Cost
.  AchuaICosi
.  Ar : t ualCost
.  Ae\ ua lC os t
, A d u a l c o s l
. Aqua! Cost

Anna! Cost
.  Ad u a lCo s t

s  4 4 5 . 0 0
s  4 4 5 . 0 0
s  4 9 5 . 0 0
s  5 5 0 , 0 0
s  8 3 0 . 0 0
s  8 3 0 . 0 0
ActuaICos\
Ac1ual Cost
AczuaICost
ActuaICost
AotualCost
AcxualCosi
Ac1ual Cost

s 155.00
s  2 5 5 . 0 0
s  3 1 5 . 0 0
s  5 2 5 . 0 0
$1,045.00
$1, 890. 00
Ac1uaI Ccst
Ac1ual Cnst
ActuaICcst
Ac1ual CosI
AC'LualCO$1
Ar; tualCost
Ac1uaI Cost

s  6 0 0 . 0 0
s  7 0 0 . 0 0
s  8 1 0 , 0 0
$ 1,075.00
s 1,575.00
$2, 720. 00
Actual Cos!
Actual Cost
Aclual Cost
Actual Cost
Actual Cost
Actual COS\
Actual Cost
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Average Usage

Average Usage

Median Usage

Staff Recommended

Company Proposed Gallons

N / A

11,797

11,797

Typical Bill Analysis
General Service 5/B x3/4-Inch Meta

$

s

Present
Rates

49.46 s

Proposed
Rates

85.4-4 s

Dollar
Increase

Surrebuttal Sdledule MEM-2

35,97

Percent
Increase

72.73%

Median Usage N/A

Present & Proposed Rates (Wuhoul Taxes)
General Service 5/8 x 3M-lnch Meta'

Gallons
Consumption

Present
Rates

Cwparw
Proposed

Rates
%

Increase

Staff
Recommended

Rates
%

Increase I
s 19.68

21 .57
23.45
25,35
27 .24
30.09
32.94
35.79
38.64
41 .49
49.46
44.24
47.19
50.04
52.89
55.74
58.59
61 .44
64.29
67. 14
69.99
72.84
89.89

106.94
123.99
141 .04
158.09
175.14
280.39
345.64

s 32.50
36.28
40.06
43.84
47.62
52.47
57.32
62.17
67.02
71 .87
B5.44
76.72
B1 .57
B6.42
91 .27
96.12

100.97
105.82
110.67
115.52
120.37
125.22
149.97
174.72
199.47
224.22
248.97
273.72
397.47
521 .22

G5.14%
68.20%
70.76%
72.94%
74.82%
74.38%
74.01%
73.71 %
73.45%
73.22%
72.73%
73.03%
72.85%
72.70%
72,s7%
72.44%
72.33%
72.23%
72.14%
72.06%
71 .98%
71 .91 %
66.B4%
63.38%
60.88%
58.98%
57.49%
56.29%
52.64%
50.80%

1.000
2.000
3.000
4,000
5,000
6,000
7.000
0.000
9.000

11.797
10,000
11,000
12,000
13,000
14,000
15,000
10,000
17.000
18,000
19.000
20.000
zs.000
30,000
35,000
40,000
4s,000
50_000
7s,000

100,000


